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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16723/April 7, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE, 
INCORPORATED 


File No. SR-PSE-80-2 


The Pacific Stock Exchange Incorporated (“PSE”) 
submitted on March 13, 1980, a proposed rule 
change under Rule 19b-4 to amend Articles V, X, XI, 
XII, and XIV of its constitution. The proposed 
amendments would provide standards which the 
PSE Board of Governors and its Executive 
Committee may use in determining grounds for 
suspension or expulsion of members or member 
organizations, to limit access of members or 
member organizations with respect to services 
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offered by the Exchange, to provide procedures for 
review of any summary action taken by the Board or 
its Executive Committee, and to provide procedures 
for reinstatement after suspension. The proposal 
also would redefine those matters which may be 
submitted to arbitration pursuant to the rules of the 
Exchange. 


Publication of the submission is expected to be 
made in the Federal Register during the week of April 
7, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-80-2. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16724/April 8, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11124/April 8, 1980 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 718/April 8, 1980 


Admin. Proc. File No. 3-5809 
In the Matter of 
DAVID T. MARANTETTE Ill 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings pursuant to the Securities 
Exchange Act of 1934, the Investment Company Act 
of 1940 (“Investment Company Act”) and the 
Investment Advisers Act of 1940 respondent, David 
T. Marantette III (“the respondent’) has submitted 
an offer of settlement which the Commission has 
determined to accept. Solely for the purpose of 
settling these proceedings and without admitting or 
denying the allegations contained in the Order for 
Proceedings, the respondent consents to the 
findings of violations and sanctions contained in this 
Order. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, the Commission finds that the 
respondent wilfully violated and wilfully aided and 
abetted violations of Section 20(a) of the Investment 
Company Act and Rule 20a-1 thereunder and 
wilfully aided and abetted violations of Sections 
12(d)(1)(A), 12(d)(3), 13(a), 17(a), 17(f), and 30(a) 
of the Investment Company Act and Rule 17f-2 
thereunder, as alleged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of 
settlement submitted by the respondent. The 
sanction specified in this Order shall be effective as 
of the second Monday following the date of this 
Order. 


Accordingly, IT IS ORDERED that David T. 
Marantette, Ill, be, and he hereby is, permanently 
prohibited from serving or acting as: 


(1) an employee, officer, director, member of an 
advisory board, investment adviser for, depositor of, 
or principal underwriter for, a registered investment 
company; or 


(2) an affiliated person of an investment adviser for a 
registered investment company, 


provided that, after a period of one year from the 
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effective date of this order, David T. Marantette, III, 
may apply to the Commission to serve or act in any of 
the enumerated capacities upon a prior showing that 
it will be consistent with the public intérest. 


IT IS FURTHER ORDERED that this order imposing 
the above prohibitions shall be effective on the 
second Monday following the date of this order. 

By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 16725/April 8, 1980 


Admin. Proc. File No. 3-5900 
In the Matter of 


FIRST CITIZENS MUNICIPAL CORPORATION, 
MICHAEL A. C. SIEMER, 

PAUL A. GOLDBERG, 
THOMAS F. VENTRESCA, 
RONALD C. FONTAINE, 

JON W. MONTESINOS, 
ROBERT J. SEIFERT, 

GARY J. POLLACK, 

ALAN RICHARD HOLMAN, 
RICHARD T. TANAKA, 
CHARLES P. BERNSTEIN, 
JOHN A. ADAMEK, 

PAUL S. WHITAKER, 
FREDERICK WHITAKER, III, 
RICHARD C. ELLIS, 

ROBERT J. LUBIN, 

NICHOLAS H. KEEGSTRA, and 
RICHARD A. WILLIAMSON 


File No. 8-20397 
ORDER INSTITUTING PROCEEDINGS, AND 
IMPOSING REMEDIAL SANCTIONS, PURSUANT TO 
SECTION 15(b) AND 19(h) OF THE SECURITIES 
AND EXCHANGE ACT OF 1934 

}: 
The Commission deems it appropriate that public 


administrative proceedings be instituted with regard 
to First Citizens Municipal Corporation (“First 
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Citizens”), a registered broker-dealer and amember 
of the National Association of Securities Dealers, 
Inc.; Michael A. C. Siemer (“Siemer”), the president 
and a director of First Citizens; Paul A. Goldberg 
(“Goldberg”), the secretary-treasurer and a director 
of First Citizens; Thomas F. Ventresca (‘‘Ventresca”), 
a vice-president of First Citizens; Ronald C. Fontane, 
an employee of First Citizens and Robert J. Seifert 
(“Seifert”), Jon W. Montesinos (“Montesinos”), Gary 
J. Pollack (“Pollack”), Alan Richard Holman 
(“Holman”), Richard T. Tanaka (“Tanaka”), Charles 
P. Bernstein (“Bernstein”), John A. Adamek 
(“Adamek”), Paul S. Whitaker (“P. Whitaker’), 
Frederick Whitaker, Ill (“F. Whitaker’), Richard C. 
Ellis (“Ellis”), Robert J. Lubin (“Lubin”), Nicholas H. 
Keegstra (“Keegstra”) and Richard A. Williamson 
(“Williamson”), who are all securities salesmen 
associated with First Citizens [First Citizens and all of 
the above-listed individuals are hereinafter 
collectively referred to as the “Respondents”], 
alleging that Respondents wilfully violated Section 
17(a) of the Securities Act of 1933 (“Securities Act”) 
and Section 10(b) of the Securities Exchange Act of 
1934 (“Exchange Act”) and Rule 10b-5 thereunder 
in connection with the offer and sale of revenue 
bonds of the Park Nursing Center, Inc. (hereinafter 
“PNC”), Taylor, Michigan. 


In connection with the administrative proceedings, 
each of the Respondents has submitted Offers of 
Settlement which the Commission has determined 


to accept. Solely for the purpose of these 
proceedings, without admitting or denying the 
allegations or finding herein, Respondents First 
Citizens, Siemer, Ventresca, Goldberg, Montesinos, 
Seifert, Pollack, Holman, Tanaka, Bernstein, 
Adamek, P. Whitaker, F. Whitaker, Ellis, Lubin, 
Keegstra and Williamson consent to the entry of 
findings and sanctions set forth below. 


Accordingly, it is ORDERED that administrative 
proceedings pursuant to Sections 15(b) and 19(h) of 
the Exchange Act be and they hereby are instituted. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that: 


1. Respondents First Citizens, Montesinos, Seifert, 
Pollack, Holman, Tanaka, Bernstein, Adamek, P. 
Whitaker, F. Whitaker, Ellis, Lubin, Keegstra and 
Williamson wilfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder in that, among other 
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things, they each made certain of the following 
misrepresentations and they each failed to disclose 
certain of the following material facts to purchasers 
of PNC bonds: 


(a) The insolvency of the issuer; 


(b) Regulatory enforcement proceedings by the 
States of Arizona and Michigan; 


(c) Liabilities involving real estate taxes and income 
tax liabilities; 


(d) The significance of the ratio of Medicare/ 
Medicaid patients to private paying patients and its 
potential adverse impact on PNC’s financial 
condition; 


(e) That this was a “safe investment;” 
(f) That “there was no risk in the bonds;” 


(g) That “there was no risk in the bonds because the 
nursing home was 80% occupied and making 
money;” 


(h) That “the purpose for the issuance of the bonds 
was to refund some 10% bonds that had been issued 
two years earlier in order to save money on the 
difference in interest rates;” 


(i) That “one of the trustees purchased $125,000 so 
it must be a good issue;” 


2. Respondents Siemer, Ventresca and Goldberg 
have failed reasonably to supervise the other 
individual respondents herein who were subject to 
their supervision with a view toward preventing 
certain of the violations in paragraph 1 above which 
were committed by such persons. 


3. Respondents Siemer, Ventresca and Goldberg 
wilfully violated and wilfully aided and abetted 
violations of Section 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 


thereunder in that, among other things, they 
participated in certain of the violations set forth in 
paragraph one (1) above. 


4. Respondents Fontaine wilfully aided and abetted 
violations of Section 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in that, among other things, he 
participated in certain of the violations set forth in 
paragraph one (1) above. 
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5. It is in the public interest to impose the sanctions 
contained in the Offers of Settlement. 


Accordingly, IT IS ORDERED that: 


1. Respondent First Citizens be, and hereby is, 
censured; 


2. Respondent First Citizens shall comply with its 
undertakings, including the provision by 
independent sources, of further training for each of 
its registered representatives in the duties and 
responsibilities imposed upon them by the federal 
securities laws. 


3. Respondent First Citizens shall comply with its 
undertaking to have each of its registered 
representatives take the Series 7 Examination of the 
National Association of Securities Dealers, Inc. 


4. Respondent Siemer be, and hereby is, suspended 
from association with any broker or dealer or 
investment adviser for a period of twenty-two (22) 
business days; said period of suspension to 
commence on the second Monday following the date 
of the Order instituting these proceedings. 


5. Respondent Ventresca be, and hereby is, 
suspended from association with any broker or 
dealer or investment adviser for a period of fifteen 
(15) business days; said period of suspension to 
commence on the first business day following 
termination of the suspension of Respondent 
Siemer. 


6. Respondent Goldberg be, and hereby is, 
suspended from association with any broker or 
dealer or investment adviser for a period of fifteen 
(15) business days; said period of suspension to 
commence on the first business day following 
termination of the suspension of Respondent 
Ventresca. 


7. Respondents Montesinos, Williamson and 
Keegstra be, and hereby are, suspended from 
association with any broker or dealer or investment 
adviser for a period of twelve (12) business days; 
said periods of suspension to commence on the 
second Monday following the date of the Order 
instituting these proceedings. 


8. Respondents Adamek, Holman, F. Whitaker, 
Seifert, and P. Whitaker be, and hereby are, 
suspended from association with any broker or 
dealer or investment adviser for a period of ten (10) 
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business days; and periods of suspension to 
commence on the second Monday following the date 
of the Order instituting these proceedings. 


9. Respondents Tanaka and Bernstein be, and 
hereby are, suspended from association with any 
broker or dealer or investment adviser for a period of 
eight (8) business days; said periods of suspension 
to commence on the second Monday following the 
date of the Order instituting these proceedings. 


10. Respondents Pollack, Lubin, Fontaine, and Ellis 
be, and hereby are, suspended from association with 
any broker or dealer or investment adviser for a 
period of five (5) business days; said periods of 
suspension to commence on the second Monday 
following the date of the Order instituting these 
proceedings. 


11. Respondents Montesinos, Seifert, Pollack, 
Holman, Tanaka, Bernstein, Adamek, P. Whitaker, F. 
Whitaker, Ellis, Lubin, Keegstra, and Williamson 
shall comply with their undertaking to acquire 
further education and training in their duties and 
responsibilities imposed upon them by the federal 
securities laws with a view toward taking the Series 7 
Examination of the National Association of 
Securities Dealers, Inc. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16726/April 8, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-80-2 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on March 26, 1980, proposed 
rule changes under Rule 19b-4 to amend its 
Arbitration Code, MSRB rule G-35. The proposed 
rule changes would establish a simplified procedure 
for the resolution of intra-industry disputes involving 
$5000 or less. Under the proposed rule changes, 
such intra-industry disputes would ordinarily be 
decided by a single arbitrator from the securities 
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industry. MSRB rule G-35 currently provides that all 
intra-industry disputes be submitted to a panel 
consisting of at least three arbitrators. 


Publication of the submission is expected to be 
made in the Federal Register during the week of April 
14, 1980. In order to assist the Commission in 
determining whether to approve the proposed rule 
changes or to institute proceedings to determine 
whether the proposed rule changes should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-2. 


Copies of the submission and all subsequent 
amendments and copies of all written statements 
with respect to the proposed rule changes which are 
filed with the Commission and all written 
communications relating to the proposed rule 
changes between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16727/April 9, 1980 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, PA 19103 


(SR-PhIx-80-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 6, 1980, the Philadelphia Stock 
Exchange, Inc. (“PhIx”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change to delete Phix Rule 1016 
which provides, in general, that members and 
associated persons may not initiate options orders 
when they have knowledge of a block transaction of 
(a) 50 contracts or more in the same option or (b) 
5,000 shares or more in the underlying security until 
two minutes following the print of the block 
transaction. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16613, 
February 28, 1980), and by publication in the 
Federal Register (45 FR 14735, March 6, 1980). No 
written comments with respect to the proposed rule 
change were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


In approving the deletion of Phix Rule 1016, 
however, the Commission notes that the type of 
trading activity that Rule 1016(a) is designed to 
prevent, i.e., trading on the basis of knowledge of an 
options block transaction prior to adequate public 
dissemination of the transaction, depending upon 
the facts and circumstances, may still constitute a 
violation of just and equitable principles of trade. 


In addition, with respect to the type of trading activity 
intended to be prohibited by Rule 1016(b), i.e., 
“frontrunning,” the Commission notes that the 
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frontrunning circular filed by the Phix as part of its 
response to the recommendations of the Special 
Study of the Options Markets, prohibits such 
activity.? 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16728/April 9, 1980 


Admin. Proc. File No. 3-5903 
In the Matter of 
EURRELL V. POTTS 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


In connection with a proposed administrative 
proceeding Eurrell V. Potts (“E.V. Potts’), a 
registered representative and vice president of Joe 
M. Cline & Associates, Inc. (“Cline Associates”), a 
broker-dealer registered with the Commission 
pursuant to Section 15(b) of the Securities Exchange 
Act of 1934 (“Exchange Act”), has submitted an 
offer of settlement which the Commission has 
determined to accept. In his offer of settlement, 
solely for the purpose of this proceeding and any 
other proceeding pursuant to Section 15(b) of the 
Exchange Act, and without admitting or denying the 
finding herein, E.V. Potts consents to the finding and 
sanctions set forth below. 





1Securities Exchange Act Release No. 16696 (March 
26, 1980). 
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Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 15(b)(6) of the Exchange Act be 
and they hereby are instituted. 


On the basis of this Order for Proceedings and the 
offer of settlement submitted by Respondent E.V. 
Potts, it is found that: 


On April 8, 1980 the United States District Court for 
the District of Columbia permanently enjoined E.V. 
Potts from violating and aiding and abetting the 
violations of Sections 10(b), 13(d), and 17(a) of the 
Exchange Act, and Rules 10b-5, 13d-1, 13d-2, 17a- 
3, 17a-4 and 17a-15 and Schedule 13D promulgated 
thereunder, and Section 17(a) of the Securities Act 
of 1933 (“Securities Act’). 


IV. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of 
settlement. 


V. 


Accordingly, IT IS FURTHER ORDERED that, (1) 
effective the second Monday following the date of 
this Order, E.V. Potts be, and he hereby is suspended 
from being associated with any broker or dealer for a 
period of 150 days from the effective date of this 
Order, and during such suspension period, E.V. Potts 
is prohibited from receiving or having credited to his 
benefit or account any income, commissions, or 
other compensation derived from transactions 
occurring after the effective date of this Order; and 
(2) after the period of suspension, E.V. Potts may be 
associated with a broker or dealer, under the 
following terms and conditions: 


(a) All order tickets from transactions negotiated or 
transacted, in whole or in part, by E.V. Potts shall be 
reviewed by his supervisor; 


(b) Complete and accurate copies of new account 
forms for customers of E.V. Potts shall be delivered 
to such customers prior to the opening of such 
accounts; 


(c) The basis of any reasons for any investment 


advice or recommendation given by E.V. Potts to his 
customers with respect to the securities of an issuer 
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not being recommended by any broker or dealer with 
which he is associated, shall be promptly furnished 
by him in writing to his supervisor; 


(d) From time to time, but not less than once every 
three months, supervisory personnel shall review all 
transactions as recorded and reflected in the 
customer account records and order book of E.V. 
Potts and such broker-dealer for the applicable 
period; 


(e) The opening account form for all customers of 
E.V. Potts shall be reviewed by his supervisor before 
any transactions are effected for such customers; 


(f) Executed powers of attorney or other written 
authority from customers with respect to 
discretionary accounts shall be obtained and 
properly maintained; and 


(g) No recommendation for the purchase of any 
security to more than a specified number of 
customers within a given period of time or 
accumulation of more than a specified dollar 
amount, numbers of shares, or a percentage of 
outstanding stock of an issuer shall be made except 
as Shall be specified in the procedures of the firm, 
without E.V. Potts having first obtained the approval 
in writing of his supervisor. 


Vi. 


IT IS FURTHER ORDERED that E.V. Potts comply with 
the undertaking in his offer of settlement to submit 
an affidavit at the termination of the period of 
suspension setting forth that he has complied with 
the provisions of the Commission’s Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16729/April 7, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE BRADFORD SECURITIES 
PROCESSING SERVICES, INC. 


(File No. SR-BSPS-79-3 Amendment No. 1) 
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Bradford Securities Processing Services, Inc. 
submitted on April 1, 1980, a proposed rule change 
describing an existing Syndicate Packaging Service 
offered to managers, co-managers and participants 
in an underwriters’ syndicate. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of April 
14, 1980. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-BSPS-79-3. 


Copies of the submission, with accompanying 


exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16733/April 9, 1980 


ADMINISTRATIVE PROCEEDINGS ORDERED 
AGAINST MICHAEL SUTTON WOLFE 


The Securities and Exchange Commission has 
ordered the institution of public administrative 
proceedings under the Securities Exchange Act of 
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1934 against Michael Sutton Wolfe, formerly a 
securities salesman employed by a registered 
broker-dealer in Vallejo, California. 


The proceedings are based upon allegations of the 
Commission's staff that from early 1976 through 
November 1978 the respondent violated the 
antifraud provisions of the federal securities laws by 
misappropriating customers’ funds and securities. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
respondent an opportunity to offer any defenses 
thereto, concerning what remedial action, if any, 
should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16734/April 10, 1980 


An order has been issued granting the application of 
DYNAMICS RESEARCH CORPORATION to withdraw 
its common stock ($.10 Par Value) from listing and 
registration on the Boston Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16735/April 10, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MUNICIPAL 
SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-80-3 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on April 1, 1980, a proposed 
rule change under Rule 19b-4 to amend MSRB rule 
A-16. The proposed rule change conforms the 
MSRB’s fee schedule for arbitrations conducted 
under the MSRB’s Arbitration Code, MSRB rule G-35, 
to the fee schedule contained in the Uniform 
Arbitration Code developed by the Securities 
Industry Conference on Arbitration. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
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action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of April 
14, 1980. In order to assist the Commission in 
determining whether to abrogate the proposed rule 
change, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of 
publication in the Federal Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-3. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the proposed rule change which are 
filed with the Commission and of all written 
communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 


§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16736/April 10, 1980 


In the Matter of 

PACIFIC STOCK EXCHANGE INCORPORATED 
618 South Spring Street 

Los Angeles, California 90014 

(SR-PSE-79-17) 

ORDER APPROVING PROPOSED RULE CHANGE 


On February 13, 1980, the Pacific Stock Exchange 
Incorporated (“PSE”) filed with the Commission, 
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pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which amends: Rule VI, 
Section 39 to clarify that all communications on the 
floor must be in English; Rule VI, Section 20 to 
prohibit the furnishing of false information to the 
OCC and to prohibit the adjustment of any position at 
OCC except in cases of a bona fide error in recording 
or transferring an account at OCC; and Rule VI, 
Section 75 to provide that a marketmaker’s prior 
performance will be considered in making 
appointments of marketmakers. In addition, the rule 
proposal deletes Rule VI, Section 78 which provides 
for marketmaker units. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16602, 
February 22, 1980) and by publication in the Federal 
Register (45 FR 14985, March 7, 1980). No written 
comments with respect to the proposed rule change 
were filed with the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16737/April 10, 1980 


In the Matter of 
LEE NATIONAL CORPORATION 


File No. 81-416 
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ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission issued an 
order granting the application of Lee. National 
Corporation pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for a partial 
exemption from the full reporting requirements of 
Section 15(d) of that Act. 


On Feb. 22, 1980 a notice was issued on the filing of 
said application giving interested persons an 
opportunity to request a hearing and stating that an 
order granting the application might be issued upon 
the basis of the information stated therein unless a 
hearing is ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21512/April 4, 1980 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6396) 


ORDER AUTHORIZING ELECTRIC’ UTILITY 
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SUBSIDIARIES TO ISSUE AND SELL COMMON 
STOCK TO PARENT HOLDING COMPANY 


Allegheny Power System, Inc. (“Allegheny”), a 
registered holding company, and three of its electric 
utility subsidiaries, Monongahela Power Company 
(“Monongahela”), The Potomac Edison Company 
(“Potomac Edison”) and West Penn Power Company 
(“West Penn”) have filed a joint application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6, 7,9, 10 and 12 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder 
regarding the proposed transactions. 


At present all the outstanding common stock of 
Monongahela, Potomac Edison and West Penn is 
owned by Allegheny. Those subsidiaries propose to 
issue and sell to Allegheny from time to time through 
December 31, 1980, and Allegheny proposes to 
acquire, additional common shares of the 
subsidiaries. In order to make such sale to 
Allegheny, Potomac Edison will be required to 
increase the number of its authorized common 
shares from 9,625,000 shares to 10,375,000 shares. 
The number of shares to be issued by each 
subsidiary and the consideration to be received are 
as follows: 


Subsidiary and 

Title of Issue 

Monongahela Common 
Stock - $50 par 

Potomac Edison Common 
Stock - no par 

West Penn Common 
Stock - no par 


Maximum No. Cash Con- 


of shares sideration 





500,000 $25,000,000 


1,250,000 $25,000,000 


1,000,000 $20,000,000 
The net proceeds of the issuance and sale of 
common stock by Monongahela, Potomac Edison 
and West Penn will be used by each of them to 
operate their businesses as utilities, including the 
payment or prepayment of short-term debt 
outstanding and the continuation of their 
construction programs. It is expected that 
Monongahela will have $17 million; Potomac Edison, 
$22 million; and West Penn, $50 million of short- 
term debt outstanding on April 30, 1980. For the year 
1980 gross construction expenditures, are 
estimated to be approximately $71 million in the 
case of Monongahela, $68 million in the case of 
Potomac Edison, and $137 million in the case of 
West Penn. 


Allegheny proposes to obtain the additional funds 
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necessary to purchase the aforesaid common stock 
of Monongahela, Potomac Edison and West Penn 
from internal cash generation, short-term 
borrowings and the issuance and sale of other 
securities. As of November 30, 1979 Allegheny had 
no short-term debt outstanding. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,500. The proposed transactions 
have been authorized by the West Virginia Public 
Service Commission, the Ohio Public Utilities 
Commission, the Maryland Public Service 
Commission, the State Corporation Commission of 
Virginia, and the Pennsylvania Public Utility 
Commission. It is stated that no other state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21470), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21513/April 7, 1980 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6422) 


ORDER AUTHORIZING SALE OF CERTAIN ELECTRIC 
UTILITY FACILITIES AND RELATED LAND 


Louisiana Power and Light Company (“Louisiana”), 
an electric utility holding company of Middle South 
Utilities, Inc., a registered holding company, has 
filed a declaration and an amendment thereto with 
this Commission designating Section 12(d) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 23, 24, and 44 promulgated thereunder as 
applicable to the following transaction. 


Louisiana presently owns and operates a 115/34.5 
KV substation at or near Talisheek in the Parish 
(county) of St. Tammany, State of Louisiana 
(“Talisheek Substation”), from which Cajun Electric 
Power Cooperative, Inc. (“Cajun”), an electric 
cooperative corporation operating under the laws of 
the state of Louisiana, is served electricity at a 
voltage of 34.5 KV at Cajun’s Talisheek delivery 
point. Cajun is the only customer served from the 
Talisheek Substation. In order to facilitate an orderly 
development of its facilities in that area, Cajun now 
desires to receive service at its Talisheek delivery 
point at transmission voltage (presently 115 KV). 
The delivery of power at transmission voltage to 
Cajun at its Talisheek delivery point would cause 
Louisiana to have surplus substation facilities at 
Talisheek for which it would have no immediate use. 


Louisiana proposes, pursuant to a certain 
agreement (“Agreement”) with Cajun, to sell to 
Cajun the existing substation equipment, exclusive 
of the metering panel used to register the power flow 
from Louisiana to Cajun, of the Talisheek Substation 
(“equipment”) together with a portion of the 
substation site containing approximately 3.45 acres 
(“land”). All of the equipment is located on the land. 
The proposed sale is to be made for a total cash price 
of $395,097.94, consisting of $388,197.94 for the 
equipment, which is the depreciated current 
replacement cost thereof, and $6,900 for the land, 
which is the current appraised value thereof. Under 
the Agreement, Louisiana will have continued 
access to the metering panel which it is retaining. 
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Additionally, Cajun will reimburse and/or pay 
Louisiana for certain expenses in connection with 
the transaction. 


The proposed transaction will enable Louisiana to 
sell surplus equipment at a price equal to its 
depreciated current replacement cost and at the 
same time retain Cajun as a customer. Louisiana 
therefore considers that the proposed transaction is 
a desirable and advantageous one from its 
standpoint. Since Cajun is the only customer served 
from the Talisheek Substation and the equipment is 
to be used by Cajun for the transformation of 
electricity received by it from Louisiana at 
transmission voltage, Louisiana states that it would 
be useless and inappropriate to seek to obtain bids 
from any persons other than Cajun for the purchase 
of the equipment and the land. 


The fees, commissions or expenses to be incurred in 
connection with the proposed transaction are 
estimated to total $10,500, including legal fees of 
$8,500, all of which, under the Agreement, are to be 
paid by Cajun. No state commission, and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21448), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21514/April 7, 1980 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


(70-6439) 


NOTICE OF PROPOSED ACQUISITION OF STOCK OF 
INACTIVE COMPANY 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (“EUA”), a registered holding company, 
has filed with this Commission an application 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 9(a) and 10 of 
the Act as applicable to the proposed transaction. All 
interested persons are referred to the application, 
which is summarized below, for a complete 
statement of the proposed transaction. 


EUA proposes to purchase 100 shares of capital 
stock of Eastern Edison Electric Company 
(“Eastern”) at their par value of $10 per share. This 
stock constitutes all the authorized and issued 
capital stock of Eastern. 


Eastern was incorporated in Massachusetts on 
February 16, 1951 under the name Eastern Edison 
Electric Company, Inc. The name of the company 
was changed pursuant to a special act of the 
Massachusetts Legislature, Chapter 339 of the Acts 
of 1951 (the “1951 Act”), to Eastern Edison 
Company. Such special authorization was necessary 
because electric companies incorporated under the 
Massachusetts laws are otherwise required to 
include the word “electric” in their names. Eastern 
was organized to participate in a plan of 
reorganization of EUA and its subsidiaries (the “First 
Plan”) submitted to this Commission to comply with 
a Commission order dated April 4, 1950 issued in 
proceedings under Section 11(b) of the Act (File No. 
59-89). Among other provisions of the First Plan, 
Eastern was to acquire the stock of EUA’s Rhode 
Island subsidiary, Blackstone Valley Gas and 
Electric Company, now Blackstone Valley Electric 
Company (“Blackstone”). The 1951 Act made it 
clear that Eastern would have corporate power to 
acquire the stock of Blackstone, a matter which was 
not clear under the general statutes of 
Massachusetts. 
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The Massachusetts Department of Public Utilities 
(“MDPU”) authorized the issuance of the full amount 
of Eastern’s authorized stock; 100 shares of capital 
stock of the par value of $10 per share, in an order 
dated December 14, 1951. However, the final 
version of the First Plan which was approved by the 
Commission and ordered enforced by the United 
States District Court for the District of 
Massachusetts did not provide for the participation 
of Eastern in the reorganization and, consequently, 
its stock was not issued. Although Eastern never 
owned assets, it has been continued in existence by 
its board of directors for its possible value in any 
future structural changes. 


EUA recently submitted to this Commission another 
plan pursuant to Section 11(e) of the Act which the 
Commission approved on February 23, 1979 (HCAR 
No. 20931) and which became effective on July 31, 
1979 pursuant to an order of the United States 
District Court for the District of Massachusetts 
resulting in the merger of Fall River Electric Light 
Company into Brockton Edison Company. 


By Chapter 233 of the Massachusetts Acts of 1978, 
Brockton Edison Company was authorized to change 
its name to Eastern Edison Company and did so 
effective August 1, 1979 in conjunction with the 
merger. EUA now wishes to change the name of 
Eastern in order to avoid confusion. Massachusetts 
law requires that a corporate name change be 
approved by the shareholders of the corporation; if 
there are no shareholders, then the incorporators 
have the power of the shareholders. Since Eastern 
never issued its shares, there are no shareholders to 
authorize the change and EUA states that the 
incorporators are no longer available. 


In order to effect the name change, Eastern’s board 
of directors decided to issue the company’s stock. 
Mr. Charles Jackson, Jr., a partner in the law firm of 
Gaston Snow & Ely Bartlett, counsel to EUA, agreed 
to purchase the stock to facilitate the name change. 
Eastern thereupon issued and sold the stock to Mr. 
Jackson for $1,000, which is the aggregate par value 
and price approved by the MDPU. EUA now desires 
to purchase the stock from Mr. Jackson for $1,000. 
EUA has no present plans for making Eastern active 
but would like to obtain control because of the 
special authority conferred by the 1951 Act which 
could conceivably be used to EUA in the future. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no federal or state 
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commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 2, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the application, 
as filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other actions as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21515/April 7, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


(70-6440) 


NOTICE OF PROPOSAL TO REMOVE FOR A FIVE 
YEAR PERIOD CHARTER LIMITATION RELATING TO 
ISSUANCE OR ASSUMPTION OF UNSECURED 
DEBT; ORDER AUTHORIZING SOLICITATION OF 
PROXIES IN CONNECTION THEREWITH 
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NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (‘National’), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7 and 12(e) thereof and Rule 62 promulgated 
thereunder as applicable to the following proposed 
transactions. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


National proposes to submit to the holders of its 
preferred stock at a special meeting of such holders 
to be held May 15, 1980, a proposal to authorize 
National and its subsidiaries, for a five year period, to 
issue or assume unsecured debt having maturities 
of less than ten years in excess of the present 
limitation thereon contained in National's Restated 
Certificate of Incorporation (‘Certificate’), and to 
solicit proxies from the holders of its preferred stock 
in connection therewith. 


The pertinent restrictions in National’s Certificate 
provide that, except with the consent of the holders 
of a majority of the preferred stock then outstanding, 
National will not issue or assume, nor permit any 
subsidiary to issue or assume, any unsecured debt, 


if, after giving etfect to such issue or assumption, (a) 
unsecured debt of National and its subsidiaries 
would exceed 20% of the aggregate of all existing 
secured debt (including debentures) and the capital 
stock, premiums thereon, and surplus of National 
and its subsidiaries consolidated or (b) unsecured 


debt of National and its subsidiaries having 
maturities of less than ten years would exceed 10% 
of such amount. National proposes to request 
authority from the holders of its preferred stock to 
remove the 10% limitation for a five year period. 
National would remain subject to the 20% limitation. 


The continued application of the 10% limitation 
during the next few years may inhibit the continued 
orderly financing of the Company's construction and 
exploration and development programs. 
Expenditures for these programs for the years 1978 
and 1979 amounted to $46,630,000 and 
$51,400,000, respectively. The 1980 programs 
contemplate expenditures of approximately 
$93,000,000. It is expected that the level of 
expenditures in subsequent years will also be in 
excess of the 1979 level. The Company expects to 
raise most of the funds required to finance its 
construction and exploration and development 
programs through the sale of additional debentures 
and preferred stock, with the balance being provided 
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from internal sources. Interim financing and 
working capital will be provided through short-term 
borrowings. 


The principal effect of the 10% limitation on 
National’s financing program is on the timing and 
nature of long-term financing. With the limitation in 
effect National would normally be forced to refund 
its short-term borrowings with additional debentures 
or preferred stock each time that the amount of 
these borrowings approaches 10% of the Company's 
capitalization. Adoption of the proposal would 
eliminate the 10% limitation on short-term 
borrowings for a five year period. 


Adoption of the proposal requires the affirmative 
vote of a majority of the total number of the 
outstanding shares of preferred stock voting as a 
class. Middle South intends to solicit proxies from 
the holders of its preferred shares in connection with 
the proposal. The relevant proxy materials have 
been filed with the Commission and accelerated 
Commission action thereon is requested pursuant to 
Rule 62. 


The fees and expenses to be incurred in connection 
with the proposed transactions will be filed by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 1, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in the case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
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will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes the solicitation of proxies from 
the National preferred stockholders, should be 
permitted to become effective forthwith pursuant to 
Rule 62: 


IT IS ORDERED that the declaration regarding the 
proposed solicitation of proxies from the National 
preferred stockholders be, and it hereby is, 
permitted to become effective forthwith pursuant to 
Rule 62 and subject to the terms and conditions 
prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21516/April 7, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


(70-6436) 


NOTICE OF PROPOSAL OF HOLDING COMPANY TO 
ISSUE UNSECURED NOTES TO BANKS; REQUEST 
FOR EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that the Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a) and 7 thereof and Rule 50(a)(2) promulgated 
thereunder as applicable to the following proposed 
transactions. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Columbia’s operating subsidiaries are principally 
engaged in one or more phases of the natural gas 
business, including: exploration and development of 
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hydrocarbon reserves (principally natural gas), 
production, purchase, storage, transmission, 
distribution and wholesale and retail sale of natural 
gas, production of synthetic gas from hydrocarbon 
feedstock, importation and regasification and 
production and sale of propane and other extracted 
hydrocarbon products. It is presently estimated that 
up to $200,000,000 of long-term capital will be 
required during 1980 in order to finance the 1980 
capital expenditures programs of Columbia's 
subsidiaries. (See File 70-6435.) 


Columbia seeks authorization to issue up to an 
aggregate principal amount of $200,000,000 of 
unsecured subordinated promissory notes to a 
group of commercial banks under a Revolving Credit 
and Term Loan Agreement (“Agreement”). This 
Agreement would provide a “back up” line of credit. 
Columbia states that in view of the current disarray 
in the bond markets, such a line of credit is 
necessary in the event it becomes impractical or 
uneconomic to sell its debentures and to provide 
flexibility as to the timing of any such sales. A list of 
the lending banks and the amount of the line of 
credit at each will be filed by amendment. The net 
proceeds from the borrowings will be added to the 
general funds of Columbia, which, together with 
funds then available and funds subsequently 
generated from operations, will be used to provide 
the necessary capital for the programs of its 
subsidiaries. 


The Agreement will provide for two forms of notes: a 
Revolving Credit Note and a Term Note (collectively, 
the “Notes”). The Revolving Credit Note for each 
participating bank will be the lesser of the aggregate 
amount of its Commitment or the aggregate unpaid 
principal amount of all loans made by such bank, will 
mature April 1, 1985, and will provide for 
prepayment and reborrowing throughout the 
revolving period. Under the Agreement, each bank 
agrees to lend on April 1, 1985, an amount not to 
exceed its commitment; however, to the extent 
necessary, each bank shall apply any portion of the 
proceeds to repay any outstanding balance on the 
Revolving Credit Notes. The Term Notes will be 
dated April 1, 1985, and will mature on March 31, 
1987. The Revolving Credit Note will bear interest at 
the Fluctuating Prime Commercial Lending Rate of 
Morgan Guaranty Trust Company of New York 
(“Prime”) during the first three years, and at 103% 
times Prime during the fourth and fifth years. The 
Term Note will bear interest at 105% times Prime. 
Under the terms of the Agreement, Columbia would 
pay a fee of 2% per annum of the Prime times the 
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aggregate amount of the line plus 1/2 of 1% per 
annum of the unused portion of the line. If half the 
line of credit were borrowed, the effective cost of 
borrowing would be 21.3% during the first three 
years, 21.9% during the fourth and fifth years and 
22.3% during the sixth and seventh years, based 
upon a prime commercial rate of 20%. 


No amortization will be required on the Notes and 
they may be prepaid in whole or in part at any time 
without penalty. The Notes will be subordinated to 
the debentures of Columbia presently outstanding 
or to be outstanding under the Indenture dated as of 
June 1, 1961, between Columbia and Morgan 
Guaranty Trust Company of New York, Trustee. 


Columbia requests exception from the competitive 
bidding requirements of Rule 50 pursuant to clause 
(a)(2) thereof. In this connection, Columbia states 
that the Notes will have a maturity of ten years or less 
and will be issued to a commercial bank. It is also 
stated that no fee or remuneration is to be paid in 
connection therewith to any third person. No state 
commission and no federal commission, other than 
this Commission has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 30, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21517/April 8, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
One Main Place 
Dallas, Texas 75250 


(70-5892) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO EMPLOYEE 
SHARE OWNERSHIP PLAN AND REQUEST FOR 
EXEMPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application-declaration, 
previously filed and amended in this matter 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6(a) and 7 of 
the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


By orders dated October 8, 1976 and August 18, 
1978 (HCAR Nos. 19710 and 20675), CSW was 
authorized to issue and sell up to 2,000,000 shares 
of its authorized and unissued common stock, par 
value $3.50 per share, through its employee share 
ownership plan (‘Plan’). The Plan was established 
for the benefit of CSW and its direct and indirect 
subsidiaries; Central Power and Light Company, 
Central and South West Services, Inc., Public Service 
Company of Oklahoma, Transok Pipe Line Company, 
Southwestern Electric Power Company and West 
Texas Utilities Company. As of March 15, 1980, 
648,045 shares remain unsold. 


CSW now requests authorization to issue and sell 
2,000,000 shares of its authorized and unissued 
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common stock, par value $3.50 per share, in 
addition to the 2,000,000 shares previously 
authorized. Under the Plan, a trust has been 
established to hold the stock shares for the benefit of 
the participating employees. The proposed 
2,000,000 shares (“Additional Shares”) are to be 
issued to or sold to the trustee of the Plan. 


The Additional Shares are estimated to be sufficient 
to account for the total CSW and employee 
contributions to be made for the 1979 and 1980 tax 
years and also for other purchases by the trustee 
through December 31, 1981. The exact number of 
Additional Shares to be issued and sold to the trust 
will be determined by dividing the amount of the 
additional 1% of investment tax credit and the total 
1% credit pursuant to the employee and matching 
employer contributions for the years 1979 and 1980, 
respectively, by the average closing price of CSW’s 
common stock as reported on the New York Stock 
Exchange Composite Transactions for the twenty 
consecutive trading days immediately preceding the 
date of issuance of such additional shares. 


Based on CSW System's estimated qualifying 
property additions for 1979 and 1980 and assuming 
maximum participation by employees, CSW 
estimates that the additional investment tax credit 
for both years would be approximately $20,800,000. 
In addition, $6,700,000 of dividends applicable to 
the shares held by the trustee will be used for the 
purchase of Additional Shares, resulting in a total of 
$27,500,000. Assuming that the purchase price for 
the CSW stock were $11.00 per share, a total of 
approximately 2,500,000 Additional Shares would 
be issued. The 2,500,000 shares added to the 
1,351,955 shares which have been issued under the 
Plan results in a total of 3,851,955 shares. The total 
of 4,000,000 shares which will be authorized if the 
present post-effective amendment is approved is 
said to be necessary to afford adequate leeway for 
the purchase of shares by the trust in accordance 
with the Plan and for periodic purchases of shares 
with funds generated from dividends paid on shares 
held by the trust. It is stated that the Additional 
Shares also are necessary to meet unexpected 
contingencies such as a decrease in the market 
price of the common stock. 


CSW requests exemption from the competitive 
bidding requirements of Rule 50 pursuant to 
subparagraph (a)(5) thereof. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 


$7,000, including printing fees of $5,000 and legal 
fees of $1,000. It is stated that no federal or state 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 2, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application, as amended by said post-effective 
amendment, which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended, or as it may be further 
amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21518/April 9, 1980 


In the Matter of 

BLACKSTONE VALLEY ELECTRIC COMPANY 
Washington Highway, P.O. Box 1111 
Lincoln, Rhode Island 02865 

(70-6378) 


NOTICE OF PROPOSED INCREASE IN SHORT-TERM 
BORROWING 
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NOTICE IS HEREBY GIVEN that Blackstone Valley 
Electric Company (“Blackstone”), an electric utility 
subsidiary company of Eastern Utilities Associates, 
a registered holding company, has filed with this 
Commission a post-effective amendment to its 
application-declaration, previously filed and 
amended in this matter, pursuant to the Public 
Utility Holding Company Act of 1935 designating 
Sections 6(a)(1), 7 and 12(c) of the Act and Rule 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, as amended 
by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated December 10, 1979 (HCAR No. 
21336), Blackstone was authorized to borrow funds 
during the period ending December 31, 1980, 
through the issuance and sale of short-term notes to 
banks in a maximum amount outstanding at any one 
time not to exceed $3,200,000. 


By post-effective amendment, Blackstone proposes 
to increase its short-term debt authorization to 
$4,700,000. It is stated that such increase is 
necessary due to the rising level of interest that must 
be paid on Blackstone’s $25,000,000 note to Chase 
Manhattan Bank, N.A. which, as last extended 
pursuant to authorization granted on January 28, 
1980 (HCAR No. 21409), is due January 27, 1981. It 
is stated that the increased interest expense as well 
as the continuing escalation of other costs have 
substantially reduced Blackstone’s available cash. 
The $4,700,000 amount requested is the maximum 
currently permitted under Blackstone’s Preferred 
Stock Provisions. 


Rhode Island Hospital Trust National Bank presently 
has extended separate lines of credit to Blackstone 
and Montaup Electric Company (“Montaup”), an 
affiliate. The separate lines will be merged into one 
line which will be available to either Blackstone or 
Montaup. No other change will be made inthe terms 
of the line. 


Blackstone has credit lines with a number of banks 
subject to the following arrangement: (1) borrowing 
at the prime rate with no formal compensating 
balance; (2) borrowing at the prime rate with 
compensating balances not exceeding 20%; and (3) 
borrowing at the prime rate or the prime times a 
percentage thereof together with a commitment fee 
based on a fraction of the prime rate. Assuming a 
prime rate of 20% and the maximum balance 
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requirements of 20%, the effective interest rate 
would be 25%. 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. It is stated that no federal or state 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 6, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application, as amended by said post-effective 
amendment, which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended or as it may be further 
amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21519/April 9, 1980 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5568) 


SUPPLEMENTAL ORDER REGARDING FINANCING 
OF POLLUTION CONTROL FACILITIES 


Alabama Power Company (“Alabama’), an electric 
utility subsidiary company of The Southern 
Company, a registered holding company, has filed 
with this Commission a post-effective amendment to 
the application in this proceeding pursuant to 
Sections 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (“Act”) regarding the following 
proposed transaction. 


In accordance with orders in this proceeding dated 
November 21, 1974, December 19, 1974, and 
December 7,1976 (HCAR Nos. 18670, 18721, and 
19799), Alabama entered into an Installment Sale 
Agreement dated as of December 1, 1974, and a 
supplement thereto dated as of December 1, 1976 
(“Agreement”) with the Industrial Development 
Board of the City of Mobile, Alabama (“Board”) to 
finance certain pollution control facilities at 
Alabama's Barry and Chickasaw steam plants (such 
facilities at such plants being referred to hereafter as 
the “Project”). Pursuant to such Agreement, the 
Board purchased the then existing portions of the 
Project and undertook to complete its construction 
and to sell the completed Project to Alabama for a 
purchase price payable in semi-annual installments 
over a term of years. To secure its obligations under 
the Agreement, Alabama granted to the Board a 
security interest in the Project subordinate tothe lien 
of the Indenture dated as of January 1, 1942, 
between Alabama and Chemical Bank, as Trustee, 
as supplemented and amended. The Board issued 
its Series A_ pollution control revenue bonds 
(“Original Bonds”) and Series B pollution control 
revenue bonds (“First Additional Bonds”) pursuant 
to a Trust Indenture dated as of December 1, 1974, 
and a supplement thereto dated as of December 1, 
1976, respectively, (“Indenture”) in the aggregate 
principal amount of $40,300,000, then estimated to 
be sufficient to cover the Cost of Construction as 
defined in the agreement of the Project. The Board 
assigned all its right, title, and interest in the 
Agreement, including such subordinate security 


interest, to the trustee under the Indenture 
(“Revenue Bond Trust”) as security for the pollution 
control revenue bonds, including the Original Bonds 
and the First Additional Bonds, to be issued under 
the Indenture. The proceeds of the sale of the 
Original Bonds and the First Additional bonds were 
deposited by the Board with the Revenue Bond 
Trustee. Such proceeds have been applied to 
payment of the Cost of Construction of the Project. 


Alabama has determined, however, that the total 
Cost of Construction of the Project will exceed the 
proceeds of the Original Bonds and the First 
Additional Bonds. Consequently, Alabama proposes 
to request that the Board issue up to $5,000,000 in 
Series C revenue bonds (“Second Additional 
Bonds”). Upon the issuance of the Second 
Additional Bonds, Alabama’s obligations under the 
Agreement to make semi-annual purchase price 
payments will, as provided in the Agreement, be 
increased to require additional payments sufficient 
(together with other moneys held by the Revenue 
Bond Trustee under the Indenture for that purpose) 
to pay the principal of, premium (if any), and interest 
on the Second Additional Bonds as they become due 
and payable. The Board and the Revenue Bond 
Trustee will enter into a supplement (“Supplement”) 
to the Indenture providing for the Second Additional 
Bonds. The Supplement will provide for redemption 
provisions for the Second Additional Bonds 
comparable to those provided for the Original Bonds 
and the First Additional Bonds. As in the Original 
Bonds and the First Additional Bonds, it is proposed 
that the Second Additional Bonds will mature not 
more than 30 years from the first day of the month in 
which they are initially issued and will be entitled to 
the benefit of serial maturities and/or a mandatory 
redemption sinking fund calculated to retire not less 
than 25% of the aggregate principal amount of the 
Second Additional Bonds prior to maturity. Alabama 
and the Board will execute and deliver to the 
Revenue Bond Trustee, as required by the 
Indenture, a supplement tothe Agreement providing 
for the payment of all expenses and costs incurred or 
to be incurred by virtue of the issuance of the Second 
Additional Bonds. 


It is contemplated that arrangements will be made 
by the Board with one or more investment bankers 
providing for the placement or underwriting of the 
Second Additional Bonds. Alabama will not be party 
to such arrangements. In accordance with the laws 
of the State of Alabama, the interest rate to be borne 
by the Second Additional Bonds will be fixed by the 
Board. Bond counsel will issue an opinion that 





interest on the Second Additional Bonds presently is 
exempt from federal income taxation. Alabama has 
been advised that the annual interest rates on 
obligations the interest on which is tax exempt 
historically have been 1-1/2% to 2-1/2% lower than 
the rates of obligations of like tenor and comparable 
quality, interest on which is fully subject to federal 
income taxation; however, under current market 
conditions interest on the Second Additional Bonds 
is expected to be 3% to 4% lower. 


The fees and expenses to be paid or incurred, 
directly or indirectly, in connection with the post- 
effective amendment (as distinguished from and 
excluding fees, commissions, and expenses 
incurred or to be incurred in connection with the sale 
of the Second Additional Bonds by the Board 
payable out of the proceeds of such sale and in 
connection with the determination of the tax exempt 
status of the Second Additional Bonds) are 
estimated at $43,500, including legal fees of 
$23,000 and accountants’ fee of $11,500. The 
incurring of the obligations presently proposed 
under the Agreement by Alabama has been 
authorized by the Alabama Public Service 
Commission. No other state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendment to the application has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21435), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application, as amended 
by said post-effective amendment, be granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted, effective 


forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21520/April 9, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 

LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-5415) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OR NOTES BY FUEL-SUPPLY 
SUBSIDIARY TO A BANK 


System Fuels, Inc. (“SFI”), a jointly-owned, 
nonutility, fuel-supply subsidiary company of 
Arkansas Power & Light Company, Louisiana Power 
& Light Company, Mississippi Power & Light 
Company, and New Orleans Public Service Inc. 
(collectively referred to as “Operating Companies”) 
each anelectric utility subsidiary company of Middle 
South Utilities, Inc., a registered holding company, 
and the above-named companies have filed with this 
Commission a further post-effective amendment to 
the application-declaration in this proceeding 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transactions. 


By supplemental orders in this proceeding dated 
April 15, 1974, April 13, 1976, April 13, 1977, and 
April 11, 1978 (HCAR Nos. 18378, 19484, 19982, 
and 20499), the Commission authorized SFI to issue 
and sell bank notes up to an aggregate amount of 
$40,000,000 outstanding at any one time pursuant 
to a loan agreement dated as of April 17, 1974, 
among SFI, the Operating Companies, and Citibank, 
N.A. The loan agreement terminates on April 17, 
1980. 


SFI now intends to extend the term of the loan 
agreement for one year through April 17, 1981, and 
proposes to issue and sell its notes to Citibank in 
accordance therewith up to an aggregate of 
$40,000,000 outstanding at any one time. The 
interest rate on borrowings by SFI under the loan 





arrangement will be one hundred three percent 
(103%) per annum of the base rate charged by 
Citibank on 90-day loans to substantial and 
responsible commercial borrowers. All of the other 
terms and conditions of the loan agreement are to 
remain unchanged. Compensating balances are not 
required. SFI will use the proceeds of the notes for 
the financing of a portion of its fuel-oil inventory and 
for other expenditures in connection with its fuel- 
supply program for the Middle South Utilities 
system. Based on a prime rate of 20%, the effective 
cost of borrowing under the loan agreement would 
be 20.6%. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. It is requested that 
authorization be granted to file certificates pursuant 
to Rule 24 on a quarterly basis. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21465), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendment, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the = applicable 
provisions of the Act and rules thereunder, that 
said application-declaration, as amended by said 
post-effective amendment, be, and it hereby is, 
granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 
thereunder is extended so as to allow filing on a 
quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21521/April 10, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-5840) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUANCE AND SALE OF ADDITIONAL 
COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to the application-declaration 
in this proceeding pursuant to Sections 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transaction. All 
interested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


By orders in this proceeding dated May 20, 1976, 
April 3, 1978, and April 4, 1979 (HCAR Nos. 19538, 
20480, and 20993), Middle South was authorized to 
issue and sell from time to time through June 30, 
1981, a maximum of 2,500,000 shares of its 
authorized but unissued common stock, $5 par 
value, pursuant to a Dividend Reinvestment and 
Stock Purchase Plan (“Plan”). Middle South has 
issued and sold 1,430,540 of the 2,500,000 shares 
so authorized and expects to sell the balance in the 
near future. 


Middle South now proposes to issue and sell, under 
the terms of the Plan, an additional 2,000,000 
shares of its common stock (“Additional Common 
Stock”) through June 30, 1981. Middle South 
intends to apply the proceeds from the sale of the 
Additional Common Stock toward the payment of 
any short-term bank notes outstanding from time to 
time and to other corporate purposes. 


Middle South intends to amend the Plan with respect 
to the price to be paid for shares of the common 
stock to be purchased through the reinvestment of 
cash dividends. Under the terms of the Plan, as it is 
to be amended, all holders of record of shares of 
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common stock of Middle South may elect to invest 
their regular cash dividends and/or optional cash 
payments in the Additional Common Stock. The 
price of shares of common stock purchased from the 
company on any Dividend or Cash Payment 
Investment Date by participants in the Plan will be 
(1) in the case of purchases made through 
investment of optional cash payments, the average 
of the daily high and low sale prices of the common 
stock, based on consolidated trading of the common 
stock as defined by the Consolidated Tape 
Association and reported as a part of the 
consolidated trading prices of New York Stock 
Exchange listed securities, for the period of the last 
three days on which the common stock was traded 
immediately preceding the applicable Dividend or 
Cash Payment Investment Date and (2) inthe case of 
a purchase made through reinvestment of common 
stock cash dividends, ninety-five percent (95%) of 
such average. No shares will be sold under the Plan 
at less than the par value of such shares. The Plan 
will also be amended to conform to recently adopted 
proxy rules. 


The amended application-declaration states that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. The fees and expenses to be 
incurred in connection with the proposed 
transaction are to be filed by amendment. Middle 
South has requested that the issuance and sale of 
the Additional Common Stock be excepted from the 
competitive bidding requirements of Rule 50 
pursuant to paragraph (a)(5) thereof. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 7, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
post-effective amendment to the application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as now amended or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
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under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21522/April 10, 1980 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER 
COMPANY ; 

P.O. Box 270 

Hartford, Connecticut 06101 


(70-6444) 


NOTICE OF PROPOSAL TO PRIVATELY PLACE LONG- 
TERM DEBENTURES; EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Connecticut Yankee 
Atomic Power Company (“Connecticut Yankee”), a 
subsidiary of Northeast Utilities and New England 
Electric System, both registered holding companies, 
has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a) and 7 of the Act and Rules 50 and 100 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Connecticut Yankee is the owner of a 575,000 kW 
nuclear electric generating plant in Haddam, 
Connecticut, which has been in operation since 
January, 1968. Outstanding shares of its common 
stock are owned by eleven New England electric 
utilities (“Sponsors”). Primarily as a result of 
requirements imposed by the Nuclear Regulatory 
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Commission and its own studies undertaken after 
the nuclear accident at Three Mile Island, 
Connecticut Yankee has proposed that its 1980 
construction program shall include expenditures for 
modifications to the plant totaling approximately 
$32,700,000. Additional construction expenditures 
of approximately $25,000,000 are expected in each 
of the years 1981 and 1982. In order to repay short- 
term borrowings or to finance other portions of its 
capital requirements, and possibly to repay certain 
outstanding term loans totaling $20,000,000, 
Connecticut Yankee proposes to issue and sell in 
1980, at private sale, to institutional investors its 
medium or long-term debt. The aggregate amount of 
securities to be sold in 1980 will be up to 
$60,000,000 if the term loans are to be repaid and 
up to $40,000,000 if the term loans are to remain 
outstanding. 


Since Connecticut Yankee’s Mortgage Indenture 
effectively precludes the issuance of additional First 
Mortgage Bonds to finance plant modifications, the 
‘securities will not be secured by a mortgage on the 
plant. Connecticut Yankee presently expects that 
the securities to be offered will have a term of up to 
17 or 18 years and a level sinking fund, which will 
retire the entire issue by maturity. The 17 or 18-year 
period is approximately equal to the remaining 
depreciable life of the plant. The ultimate choice as 
to the kind or kinds of securities to be issued, the 
timing of the issue or issues and the exact amount 
and terms of the securities will be fixed after a 
preliminary exploration of the market, for which 
purpose Connecticut Yankee will utilize the services 
of an investment banker. 


Connecticut Yankee presently intends to effect the 
sale of the securities in the third or fourth quarter of 
1980, but has been advised by its financial advisor 
that prospective purchasers of the securities may 
not have investment funds available then unless 
commitments are obtained promptly. Accordingly, 
Connecticut Yankee requests an exception from the 
competitive bidding requirements of Rule 50 under 
the Act so that the securities may be sold privately to 
institutional investors, with whom the terms of their 
issue will be negotiated. 


Connecticut Yankee states that such an exception is 
necessary because, since the accident at TMI, 
investors are wary of investing in utilities with 
substantial nuclear generating capacity. 
Connecticut Yankee has no other capacity and no 
additions are planned. It also states that since the 
securities cannot be first mortgage bonds, it is 
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probable that special terms are required to support 
whatever type of securities it is determined are best 
suited to the needs of Connecticut Yankee. 


The net proceeds from the sales of the securities will 
be used to repay short-term borrowings, to finance 
construction expenses and possibly to repay the 
outstanding term loans. Such short-term borrowings 
are presently estimated to total somewhat more than 
$40,000,000 at December 31, 1980, assuming no 
external financing prior to that date. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,000, including legal fees of $2,500. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 5, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 


INVESTMENT COMPANY ACT OF 1940 





TRUST INDENTURE ACT OF 1939 
Release No. 562/April 9, 1980 


In the Matter of 
TRAILER TRAIN COMPANY 


File No. 22-10311 


APPLICATION PURSUANT TO SECTION 310(b)(i)¢ii) 


The Securities and Exchange Commission has 
issued a Notice giving interest persons until May 2, 
1980, to request a hearing on an application by 
Trailer Train Company (the “Applicant”) pursuant to 
Section 310(b)(i)(ii) of the Trust Indenture Act of 
1939 declaring that the trusteeships of Continental 
Illinois National Bank and Trust Company of Chicago 
(“Continental Bank’) under an existing and a 
proposed Equipment Trust Agreement (the 
“Agreements’”) is not so likely to involve a material 
conflict of interest as to make it necessary to 
disqualify Continental Bank from acting as trusiee 
under one of the Agreements. 





TRUST INDENTURE ACT OF 1939 
Release No. 563/April 9, 1980 


The Securities and Exchange Commission has 
issued an order under the Trust Indenture Act on 
application of Chrysler Corporation that the 
successor trusteeship of J. Henry Schroder Bank & 
Trust Company (“Schroder”) under two indentures 
of Chrysler Corporation is not so likely to involve a 
material conflict of interest as to make it necessary 
to disqualify Schroder from acting as trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11117/April 4, 1980 


In the Matter of 


FEDERATED TAX-FREE TRUST 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-4592) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Federated Tax-Free 
Trust (“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, 
diversified, management investment company, filed 
an application on January 15, 1980, and 
amendments thereto on February 29, 1980, and 
March 13, 1980, requesting an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder, to the extent necessary to permit 
Applicant’s assets to be valued at amortized cost. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a “money market” fund 
organized as a Massachusetts business trust and 
that Federated Asset Management Corp., a wholly 
owned subsidiary of Federated Investors, Inc., 
serves as its investment adviser. Applicant further 
states that it is designed as an investment vehicle for 
investors with temporary cash balances or cash 
reserves seeking income exempt from federal 
income tax, and that its portfolio may be invested ina 
variety of short-term municipal securities. 
According to the application, Applicant will invest in 
municipal securities including Industrial Revenue 
Bonds: (1) which were originally issued for a term of 
more than one year, if at the time of purchase there is 
one year or less remaining to maturity, and the 
securities are rated Aaa or Aa by Moody’s Investors 
Service, Inc. (“Moody's”), or AAA or AA by Standard 
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& Poor's Corporation, Inc. (“Standard & Poor's”); (2) 
which at the time of purchase carry an effective 
guarantee by the United States Government as tothe 
payment of principal and interest, such as tax- 
exempt Project Notes; or (3) which were originally 
issued for a term of one year or less and which are at 
the time of purchase rated MIG 1 by Moody's or A-1 
by Standard and Poor’s or which, if unrated (where 
the issuer has not sought a rating), Applicant’s 
Trustees determine are of “high quality and of 
minimal credit risk. The application states that 
Applicant may, for defensive purposes, make 
temporary investments in certain other instruments. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
that rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the board of directors of the registered 
company. Prior to the filing of the application, the 
Commission expressed its view that, among other 
things: (1) Rule 2a-4 under the Act requires that 
portfolio instruments of “money market” funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
31, 1977). 


Applicant states that experience indicates that two 
features are necessary in a “money market” fund: 


Volume 19, No. 16, April 22, 1980 


(1) certainty of stability of principal and (2) steady 
flow of predictable and competitive investment 
income. Applicant asserts that by maintaining a 
portfolio of high quality, short-term money market 
instruments valued at amortized cost it can provide 
these features to investors. Applicant represents 
that its Trustees (“Management”) have properly 
determined in good faith under the provisions of the 
Act to value the portfolio of Applicant by use of the 
amortized cost method and that this method is in the 
best interest of its shareholders. According to the 
application, experience has shown that, given the 
unique nature of Applicant’s policies and 
operations, there should be a negligible discrepancy 
between prices obtained by the amortized cost 
method and those obtained by a market valuation 
method. Applicant further represents that: (1) its 
Management has determined in good faith, in light of 
the characteristics of Applicant, that the amortized 
cost method of valuation of portfolio instruments is 
appropriate and preferable to the use of a market 
valuation method, and (2) its Management has 
further determined to continuously monitor 
valuation indicated by methods other than 
amortized cost so that any necessary changes in the 
valuation method may be made to assure that the 
valuation method being used is a fair approximation 
of fair value in view of all pertinent factors. 
Accordingly, Applicant requests exemptions from 
Section 2(a)(41) of the Act, and Rules 2a-4 and 22c- 
1 thereunder, to the extent necessary to permit its 
assets to be valued as set forth in the application, 
and as described above, whether or not market 
quotations are available. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of the rules thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Applicant submits that the exemptions it requests 
satisfy these standards in view of its management 
policies and the conditions hereinafter set forth. 


Applicant consents to the imposition of the following 
conditions in an order granting the relief it requests: 


1. In supervising Applicant’s operations and 


delegating special responsibilities involving 
portfolio management to Applicant’s investment 
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adviser, Management undertakes — as a particular 
responsibility within the overall duty of care owed to 
shareholders — to establish procedures reasonably 
designed, taking into account current market 
conditions and Applicant’s investment objectives, to 
stabilize Applicant’s net asset value per share, as 
computed for the purposes of distribution, 
redemption and repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
Management shall be the following: 


(a) Review by Management, as it deems appropriate 
and at such intervals as are reasonable in light of 
current market conditions, to determine the extent 
of deviation, if any, of the net asset value per share as 
determined by using available market quotations 
from Applicant's $1.00 amortized cost price per 
share, and the maintenance of records of such 
review.’ 


(b) In the event such deviation from Applicant's 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that Management will 
promptly consider what action, if any, should be 
initiated by Management. 


(c) Where Management believes the extent of any 
deviation from Applicant's $1.00 amortized cost 
price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
average maturity of portfolio instruments of 
Applicant; withholding dividends; or utilizing a net 
asset value per share as determined by using market 
quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 





'To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by 
Management in the exercise of its discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market value 
for individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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maintaining a stable net asset value per share; 
provided, however, that it will not (a) purchase any 
instrument with a remaining maturity of greater than 
one year, or (b) maintain a dollar-weighted average 
portfolio maturity which exceeds 120 days. In 
fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1, above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of 
Management's considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
Management’s meetings. The documents preserved 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which 
Management determines present minimal credit 
risks, and which are of “high quality” as determined 
by any major rating service or, in the case of any 
instrument that is not so rated, of comparable 
quality as determined by Management. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
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be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11118/April 7, 1980 


In the Matter of 


MFS MANAGED MUNICIPAL BOND TRUST 

and 

MASSACHUSETTS FINANCIAL SERVICES 
COMPANY 

200 Berkeley Street 

Boston, Massachusetts 02116 


(812-4482) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT 


MFS Managed Municipal Bond Trust (“Trust”), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified, 
management investment company, and 
Massachusetts Financial Services Company, the 
Trust’s investment adviser and principal underwriter 
(hereinafter, collectively referred to as 
“Applicants”), filed an application on May 29, 1979, 
and an amendment thereto on January 14, 1980, 
requesting an order of the Commission, pursuant to 
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Section 6(c) of the Act, exempting Applicants from 
the provisions of Section 22(d) of the Act to permit 
the sale by Applicants of shares of the Trust at net 
asset value plus a reduced sales charge of 0.4%, 
pursuant to reinvestment programs to be offered to 
unitholders of past and future series of certain unit 
investment trusts registered under the Act with 
portfolios consisting of debt securities issued by or 
on behalf of states, territories and possessions of the 
United States, the District of Columbia, and their 
political subdivisions, agencies or instrumentalities, 
the interest on which is exempt from federal income 
tax and whose sponsors agree to offer unitholders 
the proposed reinvestment programs. 


On February 21, 1980, a notice was issued 
(Investment Company Act Release No. 11055) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Section 22(d) of the Act, to the extent 
requested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated Authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11119/April 8, 1980 


In the Matter of 


SALOMON BROTHERS 
KENNETH LIPPER 

One New York Plaza 

New York, New York 10004 


(File No. 812-4614) 


ORDER PURSUANT TO SECTION 9(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 9(a) OF THE ACT 


On February 15, 1980 the Commission issued a 
notice of filing of an application by Salomon Brothers 
and Kenneth Lipper pursuant to Section 9(c) of the 
Investment Company Act of 1940 and an order of 
temporary exemption pending determination of the 
application. (Investment Company Act Release No. 
11050/February 15, 1980). The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application might be issued on the basis of the 
information therein unless a hearing should be 
ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requested permanent exemption, 
pursuant to Section 9(c) of the Act from the 
provisions of Section 9(a) of the Act as noted below is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


IT IS ORDERED pursuant to Section 9(c) of the Act 
that Salomon Brothers and Kenneth Lipper and any 
company with which either of them presently is an 
affiliated person, be and they are hereby exempted 
from the provisions of Section 9(a) of the Act 
operative as a result of the entry of a stipulation of 
settlement and order against Salomon Brothers and 
Kenneth Lipper in Securities Exchange Commission 
v. Sun Company Inc. et al. 78 Civ. 1055 (SDNY). 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11120/April 8, 1980 


In the Matter of 


EBERSTADT ASSET MANAGEMENT, INC. 
EBERSTADT FUND MANAGEMENT, INC. 
61 Broadway 

New York, New York 10006 


(File No. 812-4613) 


ORDER PURSUANT TO SECTION 9(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 9(a) OF THE ACT 


On February 15, 1980 the Commission issued a 
notice of filing of an application by Eberstadt Asset 
Management, Inc. and Eberstadt -Fund 
Management, Inc. pursuant to Section 9(c) of the 
Investment Company Act of 1940 and an order of 
temporary exemption pending determination of the 
application. (Investment Company Act Release No. 
11049/February 15, 1980). The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application might be issued on the basis of the 
information therein unless a hearing should be 
ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requested permanent exemption 
pursuant to Section 9(c) of the Act from the 
provisions of Section 9(a) of the Act as noted below is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


IT IS ORDERED pursuant to Section 9(c) of the Act 
that Eberstadt Asset Management, Inc. and 
Eberstadt Fund Management, Inc. and any company 
with which either of them presently is an affiliated 
person, be and they are hereby exempted from the 
provisions of Section 9(a) of the Act operative as a 
result of the entry of a stipulation of settlement and 
order against Eberstadt Asset Management, Inc. and 
Eberstadt Fund Management, Inc. in Securities and 
Exchange Commission v. Sun Company Inc. etal. 78 
Civ. 1055 (SDNY). 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11121/April 8, 1980 


In the Matter of 


THE JOHNSTON MUTUAL FUND 
One Boston Place 
Boston, Massachusetts 02109 


(812-4487) 


NOTICE OF FILING OF AN APPLICATION FOR AN 
ORDER AMENDING A PREVIOUS ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Johnston 
Mutual Fund (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment 
company and organized as a “series company,” filed 
an application on March 7, 1980, requesting an 
order of the Commission amending a prior order of 
the Commission dated August 1, 1979 (Investment 
Company Act Release No. 10801) (“Prior Order’) to 
exempt the Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to the extent necessary to permit the 
Applicant to compute the net asset value per share 
of one of its series, the Johnston Cash Management 
Fund (“CMF”), according to the amortized cost 
method of valuing portfolio securities. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it has three series of shares, 
each representing interests in separate pools of 
assets. One of the Applicant’s series, CMF, is a 
“money market fund,” offering to individuals, 
corporations, fiduciaries and institutions a means of 
investing in a professionally managed portfolio of 
money market instruments with the objective of 
obtaining as high a level of current income as is 
consistent with the preservation of capital and 
liquidity. 


Applicant represents that CMF invests exclusively in 
various high-grade money market instruments as 
enumerated in its prospectus, including United 
States government and federal agency obligations; 
United States dollar-denominated obligations of the 


largest banks, including United States banks and 
their branches located outside the United States and 
United States branches of foreign banks; prime 
commercial paper; high grade corporate obligations 
which are rated AAA or AA by Standard & Poor's 
Corporation or Aaa or Aa by Moody’s Investor 
Services, Inc., and certain repurchase agreements 
as described in Applicant’s prospectus. Applicant 
further states that all of CMF’s assets are invested in 
money market instruments maturing in less than 
One year and the dollar-weighted average maturity of 
its portfolio may not exceed 120 days. 


Applicant indicates that at the present time, in 
determining the net asset value per share of CMF, 
Applicant employs two valuation procedures, 
depending upon the remaining maturity of the 
particular instrument being valued. Applicant states 
that for portfolio instruments with remaining 
maturities in excess of 60 days (i) instruments for 
which market quotations are readily available are 
valued at their most recent bid price (generally 
expressed on a yield basis) as obtained from a major 
market maker for such instruments, and (ii) 
instruments (and other assets) for which market 
quotations are not readily available are valued at 
their fair value as determined in good faith in 
accordance with consistently applied procedures 
established by and under the general supervision of 
Applicant’s Trustees. The value of portfolio 
instruments with remaining maturities of 60 days or 
less is determined on the basis of the amortized cost 
valuation technique, i.e., valuing aninstrument at its 
cost and, thereafter, assuring a constant 
amortization to maturity of any discount or 
premium, regardless of the impact of fluctuating 
interest rates on the market value of the instrument. 


Pursuant to the Prior Order, Applicant states that it 
determines the net asset value per share of CMF for 
purposes of sales, redemptions and repurchases by 
the “penny rounding” technique, which involves 
calculating net asset value to the nearest cent onthe 
CMF $1.00 per share price. Applicant now seeks an 
order which would amend the Prior Order and 
exempt Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to the extent necessary to permit CMF’s 
portfolio securities to be valued according to the 
amortized cost valuation method. 


Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company issuing any 
redeemable security shall sell, redeem or 
repurchase any such security except at a price 





based on the current net asset value of such security 
which is next computed after receipt of a tender of 
such security for redemption or of an order to 
purchase or sell such security. Rule 2a-4 adopted 
under the Act provides, in pertinent part, that the 
“current net asset value” of a redeemable security 
issue by a registered investment company used in 
computing its price for the purposes of distribution, 
redemption and repurchase shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that rule, with 
estimates used where necessary or appropriate. 
Rule 2a-4 further provides that portfolio securities 
for which market quotations are readily available 
shall be valued at current market value, and other 
securities shall be valued at fair value as determined 
in good faith by the board of directors. Section 
2(a)(41) defines, in pertinent part, the term “value” 
in a similar manner. 


In Investment Company Act Release No. 9786, 
dated May 31, 1977, the Commission expressed the 
view that, among other things, (1) Rule 2a-4 under 
the Act requires that portfolio instruments of “money 
market” funds be valued with reference to market 
factors, and (2) it would be inconsistent with the 
provisions of Rule 2a-4 for a “money market” fund to 
value its portfolio instruments (except those having 
maturities of 60 days or less) on an amortized cost 
basis. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction or any class or 
classes of persons, securities or transactions from 
any provisions of the Act or of any rule or regulation 


under the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


According to the application, Applicant’s Trustees 
have determined in good faith that in light of the 
characteristics of CMF as described above, 
including the conditions to which Applicant must 
adhere as set forth in the Prior Order, absent unusual 
or extraordinary circumstances, the amortized cost 
method of valuing portfolio securities is appropriate 
and in Applicant’s best interests and reflects the fair 
value of such securities. Applicant indicates that 
under the amortized cost method CMF shareholders 
would continue to have the conveniences and 
advantages of a stable purchase and redemption 


price of $1.00 per share as described in its 
application requesting the exemptions contained in 
the Prior Order. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemptive relief requested: 


(1) In supervising CMF’s operations and delegating 
special responsibilities involving management of 
CMF’s portfolio to Applicant’s investment adviser, 
Applicant’s Trustees undertake—as a particular 
responsibility within the overall duty of care owed to 
their shareholders—to establish procedures 
reasonably designed, taking into account current 
market conditions and CMF’s investment objectives, 
to stabilize CMF’s net asset value per share, as 
computed for the purpose of distribution, 
redemption and repurchase at $1.00 per share. 


(2) Included within the procedures to be adopted by 
the Trustees shall be the following: 


(a) Review by the Applicant’s Trustees, asthey deem 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share of CMF as determined by using available 
market quotations from the $1.00 amortized cost 
price per share, and maintenance of records of such 
review.! 


(b) In the event such deviation from the $1.00 
amortized cost price per share of CMF exceeds 1/2 
of 1%, a requirement that the Trustees will promptly 
consider what action, if any, should be initiated. 


(c) Where Applicant's Trustees believe the extent of 
any deviation from CMF’s $1.00 amortized cost price 
per share may result in material dilution or other 
unfair results to investors or existing shareholders, 





‘Applicant states that to fulfill this condition, it 
intends to use actual quotations or estimates or 
market value reflecting current market conditions 
chosen by its Trustees in the exercise of their 
discretion to be appropriate indicators of value. In 
addition, Applicant states that the quotations or 
estimates utilized may include, inter alia, (1) 
quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 





they shall take such action as they deem appropriate 
to eliminate or to reduce to the extent reasonably 
practicable such dilution or unfair results, which 
action may include: redemption of shares in kind; 
the sale of portfolio instruments prior to maturity to 
realize capital gains or losses, or to shorten CMF’s 
average portfolio maturity; withholding dividends; or 
utilizing a net asset value per share as determined by 
using available market quotations. 


(3) Applicant will cause CMF to maintain a dollar- 
weighted average portfolio maturity appropriate to 
its objective of maintaining a stable net asset value 
per share for CMF; provided, however, that CMF will 
not (a) purchase any instrument with a remaining 
maturity of greater than one year, or (b) maintain a 
dollar-weighted average portfolio maturity in excess 
of 120 days.? 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Trustees’ considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
the Trustees’ meetings. The documents preserved 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act as though such documents 
were records required to be maintained pursuant to 
rules adopted under Section 31(a) of the Act. 


(5) Applicant will limit the portfolio investments of 
CMF, including repurchase agreements, to those 
United States dollar-denominated instruments 
which the Trustees determine present minimal 
credit risks and which are of high quality as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by Applicant’s 
Trustees. 





2In fulfilling this condition, if the disposition of 
portfolio instruments results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce CMF’s dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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(6) Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) was 
taken during the preceding fiscal quarter, and, if any 
action was taken, will describe the nature and 
circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 29, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 11122/April 8, 1980 


In the Matter of 


D. L. BABSON MONEY MARKET FUND, INC. 
2440 Pershing Road 
Kansas City, Missouri 64108 


(812-4578) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM RULES 2a-4 AND 
22c-1 UNDER THE ACT 


On March 14, 1980, a notice was issued (Investment 
Company Act Release No. 11087) of an application 
filed on December 5, 1979 with amendments 
thereto filed on February 14, 1980, and March 31, 
1980, by D. L. Babson Money Market Fund, Inc. 
(‘Applicant’), an open-end, diversified 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), 
pursuant to Section 6(c) of the Act for an order of 
exemption from the provisions of Rules 2a-4 and 
22c-1 under the Act to the extent necessary to 
permit Applicant to compute its net asset value per 
share for the purposes of sales, redemptions and 
repurchases of its shares to the nearest onecentona 
share value of one dollar. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, to 
the extent requested, be and hereby is, granted, 
effective forthwith, subject to the following 
conditions to which Applicant has consented: 


1. The Board of Directors of Applicant, in supervising 
Applicant's operations and delegating special 
responsibilities involving portfolio management to 


Applicant’s investment adviser, undertake—as a 
particular responsibility within the overall duty of 
care owed to Applicant’s shareholders—to assure to 
the extent reasonably practicable taking into 
account current market conditions affecting 
Applicant’s shares as computed for purposes of 
distribution, redemption and repurchase, rounded 
to the nearest one cent, will not deviate from $1.00; 


2. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objectives of 
maintaining a stable price per share, and Applicant 
will not (i) purchase an instrument with a remaining 
maturity of greater than one year or (ii) maintain a 
dollar-weighted average portfolio maturity in excess 
of 120 days; and 


3. Applicant will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar denominated instruments which the Board of 
Directors determines present minimal credit risks, 
and which are of “high quality” as determined by any 
major rating service or, in the case of any instrument 
that is not rated, of comparable quality as 
determined by the Board of Directors. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11123/April 8, 1980 


In the Matter of 


JOHN HANCOCK MUTUAL LIFE INSURANCE 
COMPANY 


AND 


JOHN HANCOCK VARIABLE ACCOUNT C-1 
John Hancock Place 
Boston, Massachusetts 02117 


(812-4583) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS 
OF SECTIONS 17(f), AND 27(c)(2) OF THE ACT AND 
RULE 17f-2 THEREUNDER 
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John Hancock Variable Account C-1 (the 
“Account”), a diversified, open-end, management 
investment company registered under the 
Investment Company Act of 1940 (the “Act”), and 
John Hancock Mutual Life Insurance Company 
(“John Hancock”), a Massachusetts mutual life 
insurance company, filed an application on 
December 14, 1979 and an amendment thereto on 
February 25, 1980 for an order pursuant to Section 
6(c) of the Act granting exemptions from the 
provisions of Sections 17(f) and 27(c)(2) of the Act 
and Rule 17f-2 thereunder to the extent necessary to 
permit John Hancock to act as custodian of the 
assets of the Account. 


On March 13, 1980 a notice was issued (Investment 
Company Act Release No. 11083) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act 
that the requested exemptions from Sections 17(f), 
and 27(c)(2) of the Act and Rule 17f-2 thereunder 
be, and hereby are, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to the delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11124/April 8, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16724/April 8, 1980 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11125/April 10, 1980 


In the Matter of 


SWISS BANK CORPORATION 
and 

SBC OVERSEAS FINANCE N.V. 
c/o John W. Erickson, Esq. 
White & Case 

280 Park Avenue 

New York, New York 10017 


(812-4576) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM ALL PROVISIONS 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Swiss Bank 
Corporation (“Swiss Bank”) and SBC Overseas 
Finance N.V. (“SBC”) (collectively “Applicants”) 
filed an application on November 28, 1979, and 
amendments thereto on March 5, 1980, and April 2, 
1980, for an order of the Commission pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act”), exempting Applicants from all provisions of 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Swiss Bank states that it is one of the three largest 
commercial banks in Switzerland and was founded 
in 1872. At the end of 1978 its total consolidated 
assets and share capital amounted to approximately 
$39,040,000,000 and $3,485,000,000, 
respectively. Swiss Bank states that it presently has 
175 branches in Switzerland and 12 offices, 21 
representatives, 2 advisors and 11 banking 
subsidiaries in 27 countries. The application states 
that in the United States Swiss Bank has branches in 
New York and Chicago, agencies in San Francisco 
and Atlanta, representative offices n Houston and 
Los Angeles, and a wholly-owned subsidiary, Basle 
Securities Corporation, which is a registered broker- 
dealer located in New York. The principal office of 
Swiss Bank is located at 1 Aeschenvorstadt, 4002 
Basle, Switzerland. 


According to the application, Swiss Bank’s business 
activities include: offering its clients various types of 
bank accounts and credit facilities, fiduciary 
operations, discounting acceptances and trade bills, 


SEC DOCKET/1189 





portfolio management, foreign exchange, and 
arranging bond issues. Swiss Bank also states that it 
manages a number of investment funds. According 
to the application, inthe five years ending December 
31, 1978, all revenues derived from securities 
underwriting, brokering and trading activities, and 
managing investment funds never exceeded in the 
aggregate 12% of Swiss Bank’s annual consolidated 
gross revenues. 


Swiss Bank states that at the end of 1978 advances 
to customers and deposits with banks represented 
80% of its assets, aggregate interest income 
represented 76% of its gross revenues, and 
customer deposits represented approximately 94% 
of its total liabilities. Swiss Bank states further that at 
the end of 1978 its investment securities 
represented 4% of its consolidated assets. 


Swiss Bank represents that it is regulated by the 
Federal Banking Commission of Switzerland and the 
Swiss National Bank. According to the application, 
Swiss Bank is subject to inspection and supervision 
by an independent auditing firm, and in the event 
that an audit reveals violations of law or other 
irregularities, the Banking Commission has 
authority to correct abuses. Swiss Bank is required 
to maintain specified liquidity ratios and is also 
required to submit periodic reports to the Banking 
Commission and the Swiss National Bank. The 
application states that the Swiss National Bank is 
authorized in the interest of the national currency 
and economic welfare of Switzerland, to object to 
various types of transactions that would involve 
particpation by Swiss banks, in which case the 
particular transaction may not be concluded. 
Alternatively, Swiss National Bank may subject the 
participation by Swiss banks in such transactions to 
special conditions. According to the application, 
SBC is subject to the same supervision by Swiss 
banking authorities as is Swiss Bank but substantive 
banking regulations would not be applicable to SBC 
since it is not a bank. 


The application states that in February, 1980, SBC 
was organized by Swiss Bank in the Netherlands 
Antilles as a financing vehicle for Swiss Bank to 
maximize certain non-United States tax savings of 


Swiss Bank with respect to certain types of 
financing. It states further that SBC’s only business 
will be the issuance of debt securities, the proceeds 
of which will be immediately loaned to Swiss Bank or 
its other subsidiaries. Applicants state that payment 
of principal and interest on such securities will be 
unconditionally guaranteed by Swiss Bank. 
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Applicants state that SBC will not deal with or trade 
in securities and that substantially all of SBC’s assets 
will consist of amounts receivable from Swiss Bank 
and its subsidiaries. Applicants state that the 
revenues of SBC will be adequate to service fully all 
of its obligations because its charges on its loans will 
be set to ensure an adequate income flow. 


According to the application, SBC proposes to issue 
and sell unsecured prime quality commercial paper 
notes denominated in United States dollars to a 
commercial paper dealer in the United States, which 
will then reoffer the notes in minimum 
denominations of $100,000 to the types of investors 
who normally purchase commercial paper. In the 


-alternative, Swiss Bank may issue the notes directly. 


Applicants represent that the notes will provide an 
additional source of United States dollars to 
supplement Swiss Bank’s existing sources of United 
States dollars. Applicants state that SBC will lend the 
proceeds from the sale of the notes to Swiss Bank, 
for use in its credit operations, on terms that are 
substantially similar to those of the notes and that 
will allow SBC to make timely payments on the notes. 


Applicants plan to sell the notes without registration 
under the Securities Act of 1933 (“1933 Act”), in 
reliance upon an opinion of its special counsel inthe 
United States that the offering will qualify for an 
exemption from the registration requirements of the 
1933 Act provided for certain short-term 
commercial paper by Section 3(a)(3) thereof. 
Applicants will not proceed with the proposed 
offering until they have received such opinion letter. 
Applicants do not request Commission review or 
approval of such opinion letter and the Commission 
expresses no opinion as to the availability of any 
such exemption. Applicants further represent that 
the presently proposed issue of securities and all 
other issues of securities of Swiss Bank or SBC inthe 
United States shall have received, prior to issuance, 
one of the three highest investment grade ratings 
from at least one nationally recognized statistical 
rating organization and that their United States 
counsel shall have certified that such rating has 
been received, provided, however, that no such 
rating shall be required to be obtained, if in the 
opinion of United States counsel for Applicants, 
such counsel having taken into account for the 
purposes thereof the doctrine of “integration” 
referred to in various releases and no-action letters 
made public by the Commission, anexemption from 
registration is available with respect to such issue 
under Section 4(2) of the 1933 Act. Applicants 
represent that the notes will rank pari passu among 
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themselves and equally with all other unsecured and 
unsubordinated indebtedness of SBC and Swiss 
Bank, including Swiss Bank’s deposit liabilities. 


Applicants undertake to insure that the dealer will 
provide to each offeree who has indicated an interest 
in the notes, and prior to any sale of notes to such 
offeree, (i) a memorandum which describes the 
business of Swiss Bank and SBC, (ii) the most recent 
publicly available fiscal year-end balance sheet and 
income statement of Swiss Bank and SBC, which in 
the case of Swiss Bank shall have been audited by 
Swiss auditors, and (iii) the most recent publicly 
available unaudited quarterly financial statements 
of Swiss Bank and SBC. Applicants state that the 
offering memorandum will include a paragraph 
highlighting the material differences between Swiss 
accounting standards applicable to Swiss banks and 
generally accepted accounting principles employed 
by United States banks. Applicants represent that 
such memorandum and financial statements will be 
at least as comprehensive as those customarily used 
in commercial paper offerings in the United States 
and will be updated periodically to reflect material 
changes in Applicants’ financial status to the extent 
not previously reflected in the memorandum or 
financial statements. Applicants state that, in the 
future, either may offer other debt securities for sale 
in the United States and that any such securities 
issued by SBC would be unconditionally guaranteed 
by Swiss Bank. Applicants further represent that any 
such future offerings of securities in the United 
States will be done on the basis of disclosure 
documents at least as comprehensive as those used 
in the presently proposed offering. Applicants 
undertake to ensure that such disclosure 
documents will be provided to each offeree who has 
indicated an interest in the securities then being 
offered, prior to any sale of such securities to such 
offerees, except that in the case of an offering made 
pursuant to a registration statement under the 1933 
Act, such disclosure documents will be provided to 
_such persons and in such manner as may be 
required by the 1933 Act and the rules and 
regulations thereunder. Applicants consent to 
having any order granting the relief requested under 
Section 6(c) of the Act expressly conditioned upon 
their compliance with their undertakings regarding 
disclosure documents. 


Applicants represent that they will appoint their 
special United States counsel as their agent to 
accept service of process in any action based on the 
notes and instituted in any state or federal court by 
the holder of any of the notes. Applicants further 
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represent that they will expressly accept the 
jurisdiction of any state or federal court in the City 
and State of New York in respect of any such action 
and that both their appointment of an authorized 
agent to accept service of process and their consent 
to jurisdiction will be irrevocable until all amounts 
due and to become due in respect of the notes have 
been paid. Applicants represent that they will 
similarly consent to jurisdiction and appoint a 
United States agent to accept service of process in 
any action based on any other offerings of debt 
securities that they may make in the United States. 


Section 3(a)(3) of the Act defines investment 
company to mean any issuer which “is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of the value of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis.” Swiss Bank states that if its 
commercial loans are considered to be securities, 
there is an issue concerning whether it would be 
considered an investment company as defined 
under the Act. Applicants also state that there is 
uncertainty whether SBC would be considered an 
investment company under the Act. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person 
from any provisions of the Act, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicants assert that Swiss Bank is a Swiss 
commercial bank subject to extensive regulation by 
the Swiss banking authorities, and as such it is 
distinct from the type of institution that Congress 
intended the Act to regulate. The application states 
that as a result of the subsidiary relationship 
between Swiss Bank and SBC and the unconditional 
guaranty by Swiss Bank of SBC’s debt securities, the 
purchase of SBC’s debt securities will be the 
equivalent of purchasing obligations of Swiss Bank. 
Applicants state that the sole business of SBC will be 
to operate as a financing vehicle for Swiss Bank and 
its other subsidiaries and that proceeds of any 
borrowings made by SBC will be loaned to Swiss 
Bank or its subsidiaries. Applicants submit that 
granting an exemptive order pursuant to Section 
6(c) of the Act would be appropriate in the public 
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interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 5, 1980, at 5:30 p.m., 
submit to the Commission in writing, a request for a 
hearing on the application accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11126/April 10, 1980 


In the Matter of 
LIFE INSURANCE COMPANY OF NORTH AMERICA 
AND 


LIFE INSURANCE COMPANY OF NORTH AMERICA 
SEPARATE ACCOUNT A 


1600 Arch Street 
Philadelphia, PA 19101 


1192/SEC DOCKET 


(812-4424) 


NOTICE OF APPLICATION PURSUANT TO 
SECTIONS 11(a) AND 11(c) FOR APPROVAL OF 
EXCHANGE OFFER AND AMENDMENT OF PRIOR 
ORDER AND PURSUANT TO SECTION 6(c) FOR 
EXEMPTION FROM SECTION 27(a)(3) 


NOTICE IS HEREBY GIVEN that Life Insurance 
Company of North America (“LINA”), a stock life 
insurance company organized under the laws of the 
State of Pennsylvania, and Life Insurance Company 
of North America Separate Account A (‘Separate 
Account’), a separate account of LINA registered 
under the Investment Company Act of 1940 (the 
“Act”) as a unit investment trust, (hereinafter 
referred to as “Applicants”), filed an application on 
March 7, 1980, for an order approving certain offers 
of exchange and modifying a previous order under 
Sections 11(a) and 11(c) of the Act and pursuant to 
Section 6(c) of the Act for an order granting an 
exemption from Section 27(a)(3) of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein which are 
summarized below. 


LINA, the depositor and sponsor of Separate 
Account, established Separate Account pursuant to 
the laws of the State of Pennsylvania in connection 
with the issuance of group and individual variable 
annuity contracts to certain persons who qualify for 
tax-deferred benefits under Sections 401, 403(a), 
403(b) and 408 of the Internal Revenue Code of 
1954 (“Code”), as amended. Applicants also offer 
the Contracts under deferred compensation and 
other retirement plans for persons who may not 
qualify for similar tax treatment. LINA currently 
issues the following forms of variable annuities: 
Group Variable Annuity Contracts, Group 
Unallocated Variable Annuity Contracts, Single 
Premium Immediate Contracts, and Single 
Premium and Flexible Premium Deferred Contracts 
(collectively referred to as “Contracts”). Under such 
Contracts, the owner makes payments to LINA which 
deducts sales and administrative expenses 
therefrom. The balance of such payments under the 
Contracts are then allocated to one of seven 
divisions of the Separate Account and are invested 
by LINA in shares of Decatur Income Fund, Inc., 
National Investors Corporation, Oppenheimer Fund, 
Inc., Windsor Fund, Dreyfus Third Century Fund, 
Qualified Dividend Portfolio, Inc., or INA High Yield 
Fund, Inc. (hereinafter collectively called “Current 
Funds’) which are open-end diversified 
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management 
under the Act. 


investment companies registered 


Applicants state that they intend to enter into a new 
fund participation agreement whereby they will add 
INA Cash Fund, Inc., (“Cash Fund”), an open-end, 
diversified management investment company 
registered under the Act, as an additional underlying 
fund of Separate Account. Cash Fund seeks to 
provide investors with preservation of capital, 
liquidity, and, consistent with the foregoing 
objectives, the highest possible current income by 
investing in a broad range of money market 
instruments. Applicants will continue to offer the 
Current Funds for Separate Account investment 
allocation. (Future reference to the term Fund(s) 
herein shall specifically include Cash Fund unless 
otherwise indicated.) Upon its addition, Cash Fund 
will become available for Separate Account 
investment selection under the Contracts. Under the 
proposed agreement, shares of Cash Fund may be 
purchased by LINA for allocation to the Separate 
Account at their net asset value without the 
imposition of a sales charge. Cash Fund is managed 
and distributed by affiliates of the Applicants. Cash 
Fund shares are also sold directly to the public 
without a sales charge. 


Applicants state that their Group Variable Annuity 
Contract contemplates that periodic payments will 
be made on behalf of each participant until the date 
when his or her annuity payments are to commence. 
The normal charge deducted is 6% of each gross 
purchase payment, which provides for the death 
benefit and for sales and administrative expenses of 
the Applicants. Premium taxes are also deducted 
wherever applicable. A mortality and expense risk 
charge is assessed daily upon the assets of the 
Separate Account based upon current value. On an 
annual basis, this charge is 0.9% of such asset value. 


Applicants further state that from time to time they 
receive payments under existing Group Variable 
Annuity Contracts or newly issued Group Variable 
Annuity Contracts purchased with amounts which 
have previously been accumulated under an 
existing retirement plan. Accumulated amounts 
thus transferred to the Group Variable Annuity 
Contrct are received either in a lump sum or in 
installments during a period of time not to exceed 
one year (hereinafter referred to as “Transfer 
Payment”). Except under 403(b) retirement plans, 
the amount of such payments must be a minimum of 
$5,000 and will normally exceed such amount 
depending upon the particular plan situation. A 
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403(b) transfer being made for an_ individual 
participant may be less than $5,000; however, he or 
she must meet the conditions for transfer described 
below. 


Applicants state that when Transfer Payments are to 
be made, Applicants issue their Group Variable 
Annuity Contract or accept the transfer purchase 
under an existing Group Variable Annuity Contract 
with the Owner, at a reduced initial sales charge of 2- 
1/2% of the Transfer Payment. Such reduction is 
available only where the Transfer Payment arises 
from amounts accumulated under (a) a plan 
qualifying under Sections 401 or 403(a) of the Code 
provided that the plan has been in effect for at least 
one year; (b) a plan meeting the requirements of 
Section 403(b) of the Code provided that no 
participant account transfer under an existing plan 
may be accepted for such Transfer Payment unless 
the participant has been in his or her former plan for 
at least 1 year; (c) an existing deferred 
compensation plan where the plan has been in effect 
for at least 1 year. The reduction is available only 
under the above situations where the Contract owner 
makes continuing contributions on behalf of 
persons who become participants under the Group 
Variable Annuity Contract. Applicants note that the 
normal sales charge of 6% continues to be 
applicable to all regular purchase payments 
subsequent to the Transfer Payment(s) and that 
required deductions for state premium taxes are 
made, if applicable. 


Section 11 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company, or 
any principal underwriter for such a company, to 
make, or cause to be made, an offer to the holder of a 
security of such company, or of any other open-end 
investment company, to exchange his security fora 
security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged unless the 
terms of the offer first have been submitted to and 
approved by the Commission. Section 11(c) 
provides that, irrespective of the basis of exchange, 
the provisions of Section 11(a) shall be applicable to 
any type of offer of exchange of the securities of 
registered unit investment trusts for the securities of 
any other investment company. 


Applicants request approval pursuant to Sections 


11(a) and 11(c) of the Act to permit the extension of 
previously approved transfer privileges under 
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Applicants’ Contracts, where such transfers are also 
permitted under other applicable laws and the 
applicable retirement plan, to specifically include in 
such privileges the Separate Account accumulation 
and annuity unit values which are measured by all 
Fund shares. 


Applicants’ Contracts contain exchange privileges 
which permit a Contract owner ora participant under 
a Group Contract to transfer the total value of his or 
her Separate Account Division (allocated to the 
appropriate tax qualified or non-tax qualified 
subdivision thereunder) to another Separate 
Account Division prior to and after the annuity 
commencement date. Prior to the annuity 
commencement, Applicants also permit a Contract 
owner or participant to transfer the partial or total 
value of his or her Separate Account Division 
allocation to LINA’s general account, and to transfer 
amounts allocated to the general account to the 
Separate Account. 


No additional sales or administrative charges will be 
imposed for making any transfer under the 


Contracts. No remuneration will be paid to sales 
representatives upon such exchanges. Applicants 
represent that they will grant the new transfer 
privileges to all existing Contract owners and group 


Contract participants where permitted by state law 
and the retirement plan. They will send written 
notification of the new exchange rights to each 
current Contract owner. 


Applicants also note that the Commission order 
granted in Release No. 10678 exempting the Funds 
among other things, from Sections 11(a) and 11(c) 
of the Act, contained a technical error which 
reflected language in the Application therefor. That 
order, in granting the requested transfer rights, 
noted the right of Contract owners and participants 
to transfer the partial or total value of their LINA 
general account allocations under the Contracts toa 
specified Separate Account Division prior to the 
annuity commencement date provided that no such 
transfers are made within a 6 month period 
measured from the date that the owner or 
participant first becomes covered under the 
Contract or the date of last transfer “from” the 
general account “to” the Separate Account 
(emphasis added). Applicants request that the order 
granted in Release No. 10678 be modified so that 
the limitation restricts the described transfers so 
that they cannot be made within a 6 month period 
measured from the date that the owner or 
participant first becomes covered under the 
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Contract or the date of last transfer “to” the general 
account “from” the Separate Account. 


Section 27(a)(3) 


Section 27(a)(3) of the Act provides that no 
registered investment company issuing periodic 
payment plan certificates and no depositor of, or 
underwriter for such company, may sell any such 
certificate if the amount of sales load deducted from 
any one of the first twelve monthly payments 
exceeds proportionately the amount deducted from 
any other such payment, of if the amount deducted 
from any subsequent payment exceeds 
proportionately the amount deducted from any other 
subsequent payment. 


Applicants state that they want to eliminate the 
2-1/2% initial sales charge imposed upon a Transfer 
Payment. Applicants believe that the elimination of 
sales charge on a Transfer Payment technically will 
violate the provisions of Section 27(a)(3) of the Act 
unless exemptive relief is obtained. 


The Application states that Applicants anticipate 
that they will be able to administer an aggregate 
purchase and provide death benefits without a sales 
charge on a Transfer Purchase because of large 
transfer contributions and the subsequent periodic 
contributions which will be subject to a 6% sales 
charge. Applicants believe that elimination of the 
sales charge on a Transfer Payment may serve the 
best interests of persons who currently participate in 
an existing retirement plan. Applicants further 
represent however that there is no reason not to 
assess the usual 6% sales charge on payments 
subsequent to the Transfer Payment since 
Applicants will continue to incur administrative and 
death benefit cost under the Group Variable Annuity 
Contracts and the selling expenses incurred on the 
continuing contributions will be identical to those 
incurred under other continuing contribution Group 
Variable Annuity Contracts. Applicants will continue 
to pay sales personnel compensation which will be 
deducted from the 6% sales charge in recognition of 
their continuing responsibilities under the Group 
Variable Annuity Contract. 


Applicants represent that under certain 
circumstances, the Transfer Purchases could be 
made with amounts which have previously been 
invested in the shares of a registered investment 
company. This could result in a determination that a 
technical offer within the contemplation of Section 
11(a) of the Act has been made toa securityholder of 
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another open-end investment company, to 
exchange his security for the Group Variable Annuity 
Contract. Applicants point out that where the 
transfer Purchase is made with the proceeds from a 
liquidation of open-end investment company 
shares, Applicants will not, be involved in any way in 
such liquidation transaction. Any such liquidation 
would take place without Applicants’ participation. 
Further, Applicants state they will not accept the 
securities or otherwise process the liquidation of 
such securities. 


Applicants submit that the proposed Transfer 
Purchase is appropriate in the public interest and is 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Section 6(c) authorizes the Commission to exempt 
any person, security or transaction or any class or 
classes of persons, securities or transactions, from 
the provisions of the Act and Rules promulgated 
thereunder if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 30, 1980, at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of the interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following April 30, 1980, 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 717/April 4, 1980 


SOLICITATION OF PUBLIC COMMENTS 
CONCERNING ISSUES TO BE CONSIDERED IN 
CONNECTION WITH THE INVESTMENT ADVISERS 
ACT STUDY 


ACTION: Solicitation of Public Comments. 


SUMMARY: The Securities and Exchange 
Commission today announces that the Division of 
Investment Management (“Division”) is requesting 
public comments relating to the nature and scope of 
issues to be considered by the Division in the course 
of its study of the Investment Advisers Act of 1940. 


DATE: Comments should be received on or before 
August 4, 1980. 


ADDRESSES: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-830. All comments 
received will be available for public inspection and 
copying in the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


FOR FURTHERINFORMATION CONTACT: Michael J. 
Eizelman, Esq. (202-272-2079), Office of 
Investment Adviser Regulation, Division of 
Investment Management, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: For some time, 
the Commission has been aware of a need to 
reevaluate its investment adviser regulatory 
program in light of the growth of the advisory 
industry and the increasing variety and complexity 
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of the services provided by investment advisers. In 
1976, the Commission supported legislation which 
would have, among other things, empowered the 
Commission to prescribe standards of minimum 
professional qualifications and financial 
responsibility for investment advisers. The 
legislation was reported favorably by the Senate 
Committee on Banking, Housing and Urban Affairs 
but was not voted upon by the full Senate.! 


Thereafter, the Division established the Office of 
Investment Adviser Regulation (“Advisers Office”) in 
December, 1978. In addition to being responsible 
for the day-to-day administration of the Investment 
Advisers Act of 1940 (“Advisers Act’), including 
responses to interpretive and no-action requests 
under the Advisers Act, the Advisers Office is 
conducting a comprehensive study of the current 
regulatory scheme applicable to investment 
advisers. 


Partly for the purpose of obtaining additional 
information concerning the investment advisory 
industry the Commission, in January of 1979, 
adopted certain revisions to Form ADV, the 
application for registration as an investment 
adviser.’ At that time, the Commission also adopted 
new Rule 204-3 [17 CFR 275.204-3] under the 
Advisers Act (the “Brochure Rule’) to require that 
specified disclosure be made to current and 
prospective advisory clients, and adopted new Form 
ADV-S, a short annual supplement to Form ADV. 


In June, 1979, the Commission issued for public 
comment a proposed rule which would provide an 
exemption from Section 205(1) [15 U.S.C. 80b-5(1)] 
of the Advisers Act to permit registered investment 
advisers to business development companies to 
receive performance-based fees.’ That proposed 
rule was intended in part to remove a possible 
impediment to the flow of capital into new and 
developing companies. 


Subsequently, in July of 1979, the Commission 
adopted new Rule 206(4)-3 [17 CFR 275.206(4)-3] 
under the Advisers Act delimiting the circumstances 
under which an investment adviser may make a 
cash payment to a person who refers clients to, or 
solicits clients for, the adviser.’ 


The Commission anticipates that, as the Division’s 
review of the Advisers Act continues, additional 
rulemaking under that statute will take place in the 
future. However, some of the issues to be considered 
by the Division might result in recommendations 
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which can be implemented only if Congress amends 
the Advisers Act. Before the Division makes any 
decision as to whether it should recommend 
legislation to amend the Advisers Act, it seems 
appropriate to invite public comment concerning 
issues which might result in legislative 
recommendations. The issues presently under 
consideration are set forth below. 


Some, but not all, of these issues are ones which 
were considered in connection with the 1976 
proposed legislation. For example, one of the most 
important issues under consideration is whether one 
or more self-regulatory organizations should be 
established to prescribe and administer 
requirements under the Advisers Act, and whether 
membership in such a self-regulatory organization 
can and should be made mandatory for investment 
advisers.° 


It is envisioned that in the investment advisory 
industry several self-regulatory organizations could 
develop to take account of various specialized 
segments of the industry. For example, different self- 
regulatory organizations might interest financial 
planners, pension consultants, and investment 
managers to investment companies. This would be 
in contrast to the self-regulatory system presently 
applicable to broker-dealers. Although Section 15A 
of the Securities Exchange Act of 1934 [15 U.S.C. 
780-3] does not by its terms limit broker-dealer self- 
regulation to the National Association of Securities 





'S. Rep. No. 94-910, 94th Cong., 2d Session. (1976). 
The House version of the legislation, H.R. 13737, 
was reported to the House Committee on Interstate 
and Foreign Commence by the Subcommittee on 
Consumer Protection and Finance but was not 
considered by the full Committee. 


“Investment Advisers Act Release No. 644 (January 
30, 1979) [44 FR 7870, February 7, 1979]. 


3Investment Advisers Act Release No. 680 (June 19, 
1979) [44 FR 37470, June 26, 1979]. 


‘Investment Advisers Act Release No. 688 (July 12, 
1979) [44 FR 42126, July 18, 1979]. 


‘The 1976 proposed legislation would have 
authorized and directed the Commission to make a 
study of the appropriateness of establishing one or 
more self-regulatory organizations. 
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Dealers, Inc. (“NASD”), for economic reasons the 
NASD has become the sole registered national 
securities association for broker-dealers. The same 
economic factors may account, at least in part, for 
the fact that the majority of broker-dealer firms have 
chosen to become members of the NASD. To the 
extent that different economic considerations might 
apply with respect to the investment advisory 
industry, it seems possible that self-regulation in 
that industry can be effective only if membership in 
at least one of the self-regulatory organizations 
which might come into existence is made 
mandatory. 


The Division invites public comment with respect to 
the following areas of inquiry, as well as any other 
matters which interested persons believe should be 
considered in connection with the Division's 
evaluation of whether to recommend legislation to 
amend the Advisers Act: 


(1) Should authority to prescribe and administer 
requirements under the Advisers Act be vested in 
one or more self-regulatory organizations? Should 
rulemaking powers be vested in such self-regulatory 
organizations with oversight by the Commission? For 
example, should such organizations be authorized 
to prescribe rules of conduct? Should membership 
in at least one such organization be mandatory or 
should an investment adviser be allowed to choose, 
as an alternative, direct regulation by the 
Commission? Is there any constitutional 
impediment to making membership in a self- 
regulatory organization mandatory? 


(2) Should minimum professional qualification 
standards be established under which investment 
advisers would be required to submit to a test or 
examination or to meet standards of training and 
experience in the investment advisory field? Should 
any such standards vary with respect to advisers who 
provide different types of services and have different 
types of clients? Should professional qualifications 
be prescribed by one or more self-regulatory 
organizations or should such qualifications be 
prescribed by the Commission? 


(3) Should specific financial responsibility 
requirements for investment advisers be 
established? Should any such standards differ from 
various segments of the investment advisory 
industry? For example, should the standards apply to 
those investment advisers which exercise 
discretionary authority with respect to advisory 
accounts or have custody or possession of securities 
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or funds of their clients but not to those which only 
provide impersonal investment advisory services 
such as advisory newsletters? In conjunction with, or 
in lieu of, financial responsibility standards, should 
bonding requirements be prescribed? Should 
financial responsibility standards be prescribed by 
one or more self-regulatory organizations or should 
such standards be prescribed by the Commission? 


(4) Should the Advisers Act be amended to permit 
private suits for damages for violations of Section 
206 of the Advisers Act [15 U.S.C. 80b-6]?® 


(5) Should any of the exclusions from the definition 
of investment adviser provided by Section 
202(a)(11)(A)-(E) of the Advisers Act [15 U.S.C. 
80b-2(a)(11)(A)-(E)] be modified? 


(6) Should any of the exceptions from the 
investment adviser registration requirements 
contained in Section 203(b) of the Advisers Act [15 
U.S.C. 80b-3(b)] be modified? For example, in light 
of developments in the securities market, 
specifically the increase in securities not traded on 
national exchanges, should be intrastate exception 
contained in Section 203(b)(1) [15 U.S.C. 80b- 
3(b)(1)] be eliminated? 


(7) What measures, if any, should be taken to 
eliminate unnecessary regulatory burdens and 
achieve more uniform and consistent regulation of 
investment advisers? 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 718/April 8, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16724/April 8, 1980 








®’See Transamerica Mortgage Investors, Inc. v. Lewis, 
100 S. Ct. 242 (1979). 
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LITIGATION 





Litigation Release No. 9052/April 8, 1980 


UNITED STATES v. RUSSELL REED, ALSO KNOWN 
AS “STEPHEN WHITNEY”, JAMES S. DOYLE AND 
THOMAS FRANCIS RYAN, 79 Crim. 515(S) 
(E.D.N.Y.) 


Edward R. Korman, United States Attorney for the 
Eastern District of New York, and Stephen L. 
Hammerman, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on March 13, 1980, a 
jury, before the Honorable George C. Pratt, United 
States District Judge for the Eastern District of New 
York, returned a verdict of guilty against Russell 
Reed, also known as Stephen Whitney (“Reed”), of 
Clinton Corners, New York, JamesS. Doyle (“Doyle”), 
of Brentwood, New York, and Thomas Francis Ryan 
(“Ryan”), of Kings Park, New York, on all five counts 
of an indictment which charged violations of the 
antifraud provisions of the federal securities laws 
and the Mail Fraud statute, along with conspiracy to 
violate the above-mentioned statutes. A sentencing 
date has not been set. 


Defendant Reed did not appear at the trial and was 
convicted in absentia. A warrant for his arrest has 
been issued by the United States Attorney's Office. 
Defendants Doyle and Ryan have indicated that they 
will appeal the jury’s verdict. 


Defendants Reed, Doyle, and Ryan were each found 
guilty of conspiracy, securities fraud, and mail fraud 
in connection with the purchase of approximately $2 
million in securities in three brokerage accounts, 
between August and October 1978, at the 
Huntington, New York branch office of Shearson 
Hayden Stone, Inc. (now known as Shearson Loeb 
Rhoades Inc.), where defendants Doyle and Ryan 
were then employed. 


Defendant Reed paid for these securities with 
checks drawn on out-of-state and foreign bank 
accounts where he had insufficient funds to pay the 
stated amounts, resulting in a loss to Shearson when 
the accounts were eventually liquidated. 


In arelated Commission civil injunctive action, Final 


Judgments of Permanent Injunction by Consent 
were issued by the Honorable Henry F. Werker 
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‘registered broker-dealer 


against defendants Reed, Doyle and Ryan in SEC v. 
Russell Reed, et al., 78 Civil 5581 (S.D.N.Y.). 


For additional information, see Litigation Release 
Nos. 8881 and 8677. 





Litigation Release No. 9053/April 8, 1980 


SEC v. FITZGERALD, DEARMAN & ROBERTS, INC., 
ET AL. (CA 80-C-162-E) (N.D. Okla.) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on March 28, 1980, 
the Honorable James O. Ellison, United States 
District Judge for the Northern District of Oklahoma, 
entered an Order of Permanent Injunction against 
Fitzgerald, DeArman & Roberts, Inc. (FD&R), a 
located in Tulsa, 
Oklahoma, and Keith R. Fitzgerald (Fitzgerald), 
FD&R’s chief executive officer, of Bixby, Oklahoma. 
The Order, which was entered simultaneously with 
the filing of the complaint enjoins the defendants 
from further violations and aiding and abetting 
violations of the recordkeeping, net capital and other 
financial responsibility provisions of the Securities 
Exchange Act of 1934. The defendants consented to 
the Order without admitting or denying the 
allegations contained in the complaint. 





Litigation Release No. 9054/April 8, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
PAGE AIRWAYS, INC., ET AL. (United States District 
Court for the Western District of New York, Civil 
Action No. 78-831) 


The Securities and Exchange Commission 
announced today the settlement of a civil injunctive 


action against Page Airways, Inc. (“Page”) of 
Rochester, New York and six of its officers and 
directors. The defendants in this action had been 
charged in the Commission’s Complaint with 
violations of the antifraud, reporting and proxy 
provisions of the Securities Exchange Act of 1934 
(“Exchange Act”) and also with violating the 
recordkeeping provision of the foreign corrupt 
practices act. 
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Pursuant to the settlement Page consented to the 
entry of a permanent injunction prohibiting Page 
from further violations of Sections 13(a) and 14(a) of 
the Exchange Act and Rules 12b-20, 13a-1, 13a-11 
and 14a-9 thereunder (reporting and proxy 
provisions). Nothing in the settlement consitutes 
evidence of or an admission with respect to the 
allegations of the Commission's Complaint. 


In addition to the injunctive relief against Page, as 
part of the settlement, Page has entered into an 
undertaking to commence through counsel an 
internal investigation into matters alleged in the 
Commission’s Complaint and to prepare a report of 
the results of said investigation (“Page Report”) and 
submit said Report to the Page Board of Directors. 
The undertaking further provides that Page shall 
retain Professor Judith T. Younger of Cornell 
University School of Law as Review Person to review 
the methods and procedures followed in the review, 
analysis, internal investigation and preparation of 
the Page Report to determine whether such methods 
and procedures were adequate and to satisfy herself 
of the adequacy of such review, analysis and 
investigation. The Review Person, pursuant to the 
Page undertaking, shall prepare a Report (“Review 
Person’s Report”) to the Page Board of Directors 
stating the results of her review. The Page Board of 
Directors shall review the Reports and file a Current 
Report on Form 8-K with the Commission and the 
Court concerning the investigation and include 
therein such additional disclosure as is required asa 
result of the investigation. 


In addition the Commission stipulated to the 
dismissal with prejudice of this action as to all 
individual defendants. 


In reaching the settlement of this action the 
Commission and Page considered concerns raised 
by another agency of the United States Government 
regarding matters of national interest. 





Litigation Release No. 9055/April 8, 1980 


SEC v. CENCO INCORPORATED, ET AL. Civil Action 
No. 76C 3258 (N.D. III.) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on March 28, 1980, 
the Honorable John Powers Crowley, United States 
District Judge for the Northern District of Illinois, 
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entered Final Judgments and Orders of Permanent 
Injunction Against Ralph Read, Howard Swiger, 
Russell Rabjohns, Jack Coulson, David Marose, and 
the Rose Packaging Corporation. Each defendant 
consented to the injunctions without admitting or 
denying the allegations in the Commission's 
complaint. The orders enjoin all six defendants from 
violating the antifraud provisions of the federal 
securities laws. In addition, the orders enjoin Read, 
Swiger and Rabjohns from violating the reporting 
provisions, and, with the exception of Rabjohns, the 
proxy provisions of the federal securities laws. 


These orders arose from the defendants’ 
involvement in a scheme to report false profit figures 
in Cenco Incorporated’s (Cenco) periodic and 
annual reports. The Commission’s complaint 
alleged that a variety of devices were used to create 
this false profit, including the inflation of inventory 
held by Cenco Medical Health, aCenco subsidiary. It 
was further alleged that a scheme had been 
developed by Cenco officers to create the 
appearance that non-existent inventory had been 
destroyed. 


The Commission filed its injunctive action against 
Cenco, several of its officers, and others in 
September 1976. Subsequently, a Federal Grand 
Jury returned a 33 count indictment alleging 
securities, mail fraud, and conspiracy violations by 
seven former Cenco employees and officers. This 
group included Read, Swiger, Rabjohns, and 
Coulson. Each was either convicted after trial, or 
pled guilty. 


The Commission’s action is still pending against 
three former Cenco employees: Bernard Magdovitz, 
Brendan Casey, and Ronald Spiegel. 


For further information, see Litigation Release Nos. 
7538, 8509, 8747, 8786, 8919, 8970, 8975, 8989, 
and Securities Exchange Act of 1934 Release No. 
11495. 
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Litigation Release No. 9056/April 9, 1980 


UNITED STATES OF AMERICA v. IRVING 
BERNSTEIN (United States District Court for the 
Southern District of New York) Information No. 80 
Cr. 156 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, and William H. Tendy, United States 
Attorney for the Southern District of New York, 
announced on March 13, 1980 that Irving Bernstein, 
waived indictment and pleaded guilty to a two count 
Information charging him with misappropriating 
and embezzling assets of Arlan’s Dept. Stores, Inc. 
(“Arlans”) and with making false entries in Arlan’s 
records. The plea was before the Honorable Morris E. 
Lasker, United States District Judge for the Southern 
District of New York. 


The two count Information to which Mr. Bernstein 
pleaded guilty related to his conduct while serving as 
reorganization trustee of Arlan’s in proceedings 
under the Bankruptcy Act (73 B 468, S.D.N.Y.). In 
Count One, Mr. Bernstein pleaded guilty to having 
expended $63,935.85 without court approval, and 
misappropriating and embezzling substantial 
portions of such monies for his own personal use. 
These monies were obtained, in part, by Mr. 
Bernstein, according to the Information, through 
double billing for expenses and by altering dates and 
amounts of expense vouchers. In Count Two, Mr. 
Bernstein pleaded guilty to making false entries in 
Arlan’s records. According to the Information, Mr. 
Bernstein learned that his expense vouchers would 
be inspected and, to conceal his misappropriation 
and embezzlement, he improperly removed the 
existing vouchers and fabricated new ones. The 
Information alleges that these fabricated expense 
vouchers were placed in the files of Arlan’s and that 
Mr. Bernstein falsely reported they were accurate 
and complete. 


Mr. Bernstein could receive up to five years in prison 
and $5,000 fine on each count. Sentencing is 
scheduled for May 2, 1980. 


The United States Attorney thanked the New York 
Regional Office for its valuable assistance in the 
investigation and prosecution of Mr. Bernstein. The 
Commission was a party to the proceedings under 
the Bankruptcy Act involving Arlan’s pursuant to 
Section 208 of the former Bankruptcy Act. 


Previously, the Honorable Robert L. Carter, United 


1200/SEC DOCKET 


States District Judge for the Southern District of New 
York, based upon the recommendation of the 
Commission, denied all compensation to Mr. 
Bernstein for services rendered in the Arlan’s 
proceedings under the Bankruptcy Act and ordered 
him to return all sums previously awarded, with 
interest, to the Arlan’s estate. In re Arlan’s Dep't. 
Stores, Inc., 462 F.Supp. 1255, 1261-1262 (S.D.N.Y. 
1978). 





Litigation Release No. 9057/April 9, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
EURRELL V. POTTS, ET AL. (United States District 
Court for the District of Columbia) Civil Action No. 
80-0900 


The Securities and Exchange Commission 
announced today that the United States District 
Court for the District of Columbia entered Final 
Judgments of Permanent Injunction (‘Final 
Judgment”) against Eurrell V. Potts (“Potts”), Joe M. 
Cline & Associates, Inc., (“Cline Associates”), 
Evelyne P. Ragsdale (“Ragsdale”) and G.P. Rose and 
Co., Inc. (“G.P. Rose”), all of Nashville, Tennessee. 
The Final Judgments restrain and enjoin the 
defendants from further violations of the beneficial 
ownership provisions of the Securities Exchange Act 
of 1934 (“Exchange Act’). In addition, Potts and 
Cline Associates were also restrained and enjoined 
from further violations of the antifraud provisions of 
the Securities Act of 1933 and the Exchange Act and 
the recordkeeping and transaction reporting 
provisions of the Exchange Act. The defendants 
consented to the entry of the Final Judgments, 
without admitting or denying the allegations in the 
Commission’s Complaint, which was also filed today. 


The Commission also announced the institution and 
settlement of an administrative proceeding against 
Potts based upon the entry of the Final Judgment 
against him. In connection with the administrative 
proceeding, Potts submitted an offer of settlement. 
The Commission has ordered that Potts be 
suspended from association with a broker or dealer 
for 150 days and thereafter he may become so 
associated only upon a demonstration that adequate 
supervisory procedures have been established 
conforming to the terms and conditions set forth in 
the Commission’s Order. Potts, without admitting or 
denying the allegations or findings of the 
Commission’s Order, consented to the entry of an 
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order of the Commission which simultaneously 
instituted proceedings, made findings of fact and 
conclusions of law, and imposed the remedial 
sanctions. (See Exchange Act Release No. 
16728/April 9, 1980.) 


The Commission also announced the termination of 
the suspension of trading of exchange and over-the- 
counter of the securities of McDowell Enterprises, 
Inc. (“McDowell”), effective as of midnight (EST) 
April 9, 1980. The Commission on March 30, 1980, 
suspended such trading for a period of ten days 
terminating at midnight (EST) April 9, 1980. (See 
Exchange Act Release No. 16704, March 31, 1980.) 
The Commission terminated the suspension in view 
of the filing of this action and a release by McDowell 
of information concerning the Company. 


The violative activity alleged in the Commission’s 
Complaint concerns various acts and transactions of 
the defendants in connection with the securities of 
McDowell, which are registered with the 
Commission pursuant to Section 12(b) of the 
Exchange Act and traded on the American Stock 
Exchange. McDowell, a Tennessee corporation with 
its principal place of business in Nashville, 
Tennessee, is engaged in the business of asphalt 
paving and material supply, heavy construction, 
highway construction, coal and real estate. 


The Commission’s Complaint alleged that the 
defendants failed to make the required Schedule 
13D filings with the Commission and in connection 
therewith, a group headed by Ragsdale consisting of 
as many as 17 shareholders, ultimately acquired 
approximately 534,190 shares or 22% of McDowell 
common stock out of the approximately 2,400,000 
shares of McDowell common stock outstanding. 
Further, other customers of Cline Associates 
additionally acquired approximately 241,300 shares 
or 10% of McDowell common stock outstanding and 
officers and directors collectively owned 
approximately 1,294,772 shares or 54% of the 
outstanding common stock of McDowell. 


The Commission also alleged that E.V. Potts and 
Cline Associates made materially false and 
misleading representations to customers and 
prospective customers including Ragsdale and G.P. 
Rose and made unauthorized purchases of 
McDowell common stock for customers. The 
Commission also alleged that various books and 
records of Cline Associates failed to accurately and 
completely reflect certain required information and 
that Cline Associates and E.V. Potts dominated and 
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controlled the market for McDowell common stock. 
The Complaint further alleged that certain over-the- 
counter transactions executed by Potts and Cline 
Associates were not reported, as required, on the 
consolidated tape. 


In addition to the entry of the Final Judgments, 
certain other equitable relief was ordered by the 
Court including certain undertakings. As part of the 
relief obtained, Bache Halsey Stuart Shields 
Incorporated (“Bache”) which is not a defendant in 
the action, voluntarily agreed to the jurisdiction of 
the Court and the entry of an order by the Court with 
respect to the establishment and development of a 
plan, which may include alternative courses of 
action for the fair and orderly disposition of at least 
736,216 shares of the common stock of McDowell 
(“Plan of Disposition”). After the establishment and 
development of a Plan of Disposition, which is 
satisfactory to the Commission and the Court, Bache 
agreed to implement the Plan and file monthly 
progress reports with the Commission and the Court 
with respect thereto. 


The defendants are enjoined from purchasing or 
otherwise acquiring further shares of McDowell 
common stock and from transferring McDowell 
stock except pursuant to a Plan of Disposition which 
is approved by the Court. Such defendants were also 
ordered to immediately cause the stock certificates 
representing all shares of common stock of 
McDowell to be placed and maintained at a financial 
institution in the District of Columbia, satisfactory to 
the Commission. Further, the defendants were 
ordered to fully comply with a Plan of Disposition. 


The Court retained jurisdiction over this matter to 
enforce and implement the terms of its Order. For 
further information see Exchange Actrelease nos. 
16643, 16682 and 16704. 





Litigation Release No. 9058/April 10, 1980 


UNITED STATES v. JAMES K. DEUTSCH (S.D. Fla., 
Criminal Action No. 78-362-CR-EPS) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, William Nortman, Associate Regional 
Administrator, Miami Branch Office of the Securities 
and Exchange Commission, and Atlee W. Wampler, 
Ill, United States Attorney for the Southern District of 
Florida, announce that on December 13, 1979, 
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James K. Deutsch (“Deutsch”) pled guilty to three 
counts of an indictment filed in the United States 
District Court for the Southern District of Florida, 
alleging violations of the mail fraud statutes, 
securities fraud, and income tax violations. 


On March 12, 1980, Deutsch was sentenced to 
eighteen (18) months imprisonment on each count, 
sentence to run concurrently. 


On December 18, 1976, the Commission filed a 
complaint in the United States District Court for the 
Southern District of Florida, against Centron 
Corporation, et al., and Deutsch, seeking to enjoin 
them from further violations of the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of securities inthe 
form of limited partnerships. The defendants 
consented to the entry of an order of permanent 
injunction, and were required to submit an 
accounting. 


For further information see Litigation Release No. 
8616/December 11, 1978, 7693/December 14, 
1976. 





Litigation Release No. 9059/April 10, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
RANDALL F. PREISER, MARVIN JULIUS, AND DR. 
GEORGE MARHOLIN (S.D. Fla. Civil Action No. 80- 
696-CIV-JWK) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator, Miami Branch Office of the Securities 
and Exchange Commission announce the filing of a 
Complaint in the United States District Court, 
Southern District of Florida, on March 21, 1980, 
seeking to permanently enjoin Randall F. Preiser 
(“Preiser”), Marvin Julius (“Julius”), and Dr. George 
Marholin (“Marholin”) from further violations of the 
registration and antifraud provisions of the federal 
securities laws in connection with the offer and sale 
of the common stock and options to purchase 
common stock of Professional Group Programs of 
Florida, Inc. (“PGP”). 


The Commission’s Complaint alleges that in 
September, 1976, Preiser, Julius, and Marholin 
established PGP to operate as a management 
company for Dental Health Services, Inc. (“DHS”) to 
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assist inthe sale and administration of dental health 
insurance policies offered to subscribers throughout 
the State of Florida. The Complaint further alleges 
that between October, 1976 and December, 1978, 
Preiser, Julius, and Marholin engaged in the offer 
and sale of unregistered PGP common stock to raise 
sufficient amounts of working capital needed to 
operate PGP’s business. Approximately ninety (90) 
investors purchased PGP common stock for a total of 
$480,000. The official records of the Department of 
State of the State of Florida reflect that PGP and DHS 
were involuntarily dissolved December 5, 1979 for 
failure to file annual reports for 1979. 


In addition, the Complaint alleges that Preiser 
violated the antifraud provisions of the federal 
securities laws by, among other things, 
misrepresenting to purchasers and prospective 
purchasers of PGP common stock the financial 
condition, net worth, and operations of PGP, the 
value of PGP common stock, and omitted to state 
that PGP had invaded the working capital of DHS 
resulting in that corporation’s non-compliance with 
requirements established by the Department of 
Insurance of the State of Florida. 


The defendants Preiser and Marholin, without 
admitting or denying the allegations set forth in the 
Commission’s Complaint, consented to the entry of 
permanent injunctions enjoining them from further 
violations of the registration and antifraud provisions 
of the federal securities laws. 





Litigation Release No. 9060/April 10, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
TRANS AMERICA PETROLEUM COMPANY, INC., 
DANIEL J. MCCARTHY, AND GERALD LEON BLOOM, 
(S.D. Fla., Civil Action No. 80-6107-CIV-NCR) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator, Miami Branch Office of the Securities 
and Exchange Commission announce that on March 
10, 1980, the Honorable Norman C. Roettger issued 
a Final Judgment of Permanent Injunction against 
the defendants Trans America Petroleum Company, 


Inc. (“Trans America’), Daniel J. McCarthy 
(“McCarthy”), and Gerald Leon Bloom (“Bloom”) 
based on their consents, without admitting or 
denying the allegations contained in the 
Commission’s Complaint. 
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On February 28, 1980, Judge Roettger issued a 
Temporary Restraining Order and froze the assets of 
the defendants. On March 17, 1980, Judge Roettger 
appointed Bruno DiGuilian, Esquire, DiGuilian, 
Spellacy & Meyer, Landmark Bank Building, Suite 
1500, One Financial Plaza, Ft. Lauderdale, Florida 
33394 as Receiver for Trans America. 


The Commission’s Complaint, filed on February 28, 
1980, alleged that Trans America, McCarthy, and 
Bloom offered and sold investment contracts in the 
form of interests in limited partnerships engaged in 
the business of oil and gas exploration to the public. 
It was further alleged that the defendants offered 
and sold these securities without a registration 
statement being filed, or in effect, to over 40 
investors throughout the United States, and 
collected approximately $400,000. The 
Commission further alleged that in connection with 
the offer and sale of these securities, the defendants 
failed to disclose, and made misleading statements 
regarding, among other things, the failure to 
maintain escrow accounts for investors’ funds as 
represented, the lack of books and records of Trans 
America, the use of the proceeds of the offering, the 
existence of Cease and Desist Orders naming the 
defendants, and that McCarthy consented to being 
enjoined from further violations of the Florida 
consumer and securities laws. 


For further information see Litigation Release No. 
9027/March 5, 1980. 





Litigation Release No. 9061/April 10, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
JOSEPH F. SAIA AND AAA RECORDING STUDIOS, 
INC. (D.C. Massachusetts) 


Willis H. Riccio, Administrator for the Boston 
Regional Office of the United States Securities and 
Exchange, announced that on April 3, 1980, a 
complaint was filed in the United States District 
Court at Boston, Massachusetts, seeking 
preliminary and permanent injunctions against 


Volume 19, No. 16, April 22, 1980 


Joseph F. Saia (“Saia”) of 417 West Elm Street, 
Brockton, Massachusetts and AAA Recording 
Studios, Inc. (“AAA”), a Massachusetts corporation 
of which Saia is president, located at 835 Dorchester 
Avenue, Boston, Massachusetts, restraining them 
from future violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act of 1933 (“Securities Act”) 
and Section 10(b) of the Securities Exchange Act of 
1934 (“Exchange Act”) and Rule 10b-5 promulgated 
thereunder. 


The complaint alleges that the defendants violated 
the registration and antifraud provisions of the 
Securities Act and the antifraud provisions of the 
Exchange Act in connection with the sale of 
$735,000 of unregistered securities, in the form of 
limited partnership interests entered into by Saia 
with investors, to produce, tape and market 
television pilot shows. Sales were made to residents 
of Massachusetts, New York and Rhode Island. 


The complaint and supporting affidavit allege that 
the defendants, in connection with the offer and sale 
of the limited partnership interests, made 
misrepresentations of material facts and omitted to 
state material facts concerning, among other things, 
the background and experience of Saia and AAA in 
the production, taping and successful marketing of 
television pilot shows including, but not limited to 
The Frank Gorshin Show, The Kenny Roberts Show 
Production, Ltd., The Myles Marsden Show 
Production, Ltd., and The Gus Saunders’ Gourmet 
Kitchen Production. The complaint also alleges 
misrepresentations with respect to the use of 
proceeds received from investors; a guarantee that 
the television pilot shows would be sold; and the 
failure of Saia to have made previous sales of 
television pilot shows. 


The Commission’s papers allege that Saia raised 
$735,000 from the sale of the subject securities and 
that none of the pilot shows were sold or realized a 
profit. 


No date has been set for a hearing on the 
Commission’s Motion for Preliminary Injunction. 
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